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THE PLAN FOR A COMPENSATED DOLLAR 


SUMMARY 


I. The plan, rigidly adhered to, would bring long-run stability of 
prices, 402.— But temporary oscillations, of unpredictable extent, 
would continue, 403. — Causes of uncertainty in the connection be- 
tween quantity of coin and prices, 403.— II. Adoption of the plan 
by international agreement seems impossible, 407.— Nor would 
a single country be likely to adopt it, 410.—TIII. It is uncertain 
whether and how far general prices will continue to rise, 412. — The 
general public is uneasy chiefly about the rise in food prices, 413. — 
Present evils not unendurable ; and the scheme not practicable, 416. 


THERE is no need of saying that Professor Fisher 
has elaborated with skill the plan described in the 
last issue of this Journal (Feb. 1913), and advocated 
by him so persuasively. Not only the main features of 
the plan, but the details worked out in the Appendices, 
show the ingenuity and intellectual keenness which 
economfsts have learned to expect from him. If doubt 
is expressed in the following pages concerning the 
practicability of the scheme, there can be none as to 
the ability with whfch tt has been framed or the 
vigor of its propaganda, Professor Fisher’s reputa- 
tion, already established securely, will not suffer from 
what he has done on this topic. . . 
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I 


It must be admitted at the outset that the plan, 
if carried out with iron consistency for a considerable 
stretch of time, would achieve the result mainly had 
in view, — the prevention of a long-continued and con- 
siderable rfse fn prices It might not achieve that 
result as smoothly and evenly as its proposer expects; 
and the qualifications just stated, — that it must be 
carried out unflinchingly for a long period, — should be 
borne in mind. No one who holds to the doctrine 
that the general range of prices is determined by the 
relation between the quantity of commodities and the 
volume of the circulating medium, and that the vol- 
ume of the circulating medium in the end depends, 
ceteris paribus, on the amount of coined money, can 
do otherwise than admit the logical soundness of 
the scheme. He who maintains that the rise in prices 
during the last fifteen years is due to the greater gold 
supply must admit that a restriction of the monetary 
supply of gold will check the rise. The plan proposed 
is in essence one for a regulation in the monetary supply 
of gold. Its effects must be the same in kind as those 
of a cessation of free coinage, with an apportioned 
limited coinage. 

More stress should be laid, however, than Professor 
Fisher does, on the fact that the plan can work out 
its results only through its effects on the “quantity 
of coined gold. The situation which Professor Fisher 
chiefly contemplates is that to which attention has 
been drawn by recent experience, and which he regards 
as likely to continue for some time in the future, — 
mounting gold production with a tendency to rising 
prices. His plan contemplates a diminution of gold 
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coinage, with a storage of the “ seigniorage.” This 
means simply that less gold coin will be put forth. 
The consequences on prices will be precisely the same 
as those of diminished production or limited coinage. 
Professor Fisher seems to expect a closer connection. 
His analysis implies, almost states in terms, that 
prices will accommodate themselves at once or very 
promptly to the bullion equivalent of the coined 
dollar; that as the bullion required for the dollar 
increases, prices will fall quasi-automatically in pro- 
portion; and that as the bullion equivalent lessens, 
prices will be correspondingly affected at once. Now, 
no one has stated more clearly and explicitly than 
Professor Fisher himself, in his Purchasing Power of 
Money, the grounds for maintaining that the connection 
between the bullion equivalent in the coined dollar 
and prices will work out its effects solely through 
changes in quantity. He has shown that the connec- 
tion between the quantity of coined money and general 
prices is by no means a close one. It is not only 
loose and uncertain, but we are much in the dark 
concerning the degree of looseness and uncertainty. 
Economists should be very chary of prediction in 
such matters, and Professor Fisher makes predictions 
which the event might greatly falsify. 

At the risk of repeating things familiar, let me note 
some of the causes of uncertainty in the connection be- 
tween quantity of coin and prices. Chief among them 
is the extraordinary fluctuation in the credit sub- 
stitutes for coin. We all know that the connection 
between bank holdings of cash and outstanding 
deposits is uncertain. Not infrequently, in the United 
States, we find an implication that for every dollar of 
reserve there are four dollars of deposits; implications 
of this kind are not lacking in Professor Fisher’s own 
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writings. Yet- the obvious fact is that the relation of 
deposits to reserves at any given time is unpredictable. 
During times of depression, money will accumulate 
in bank reserves, and yet deposits will fail to expand, 
will even shrink; and, moreover, they will have dimin- 
ished rapidity of circulation. At other times, when 
a spirit of venturesomeness has developed in the 
business world, a superstructure of deposits will expand 
with stationary, or with relatively diminishing, bank 
holdings. Such was the experience of the United 
States between 1900 and 1907; the rise in prices being 
due in large degree to an expansion of deposits on a 
lessened proportion of cash in bank reserves. 

There are, however, other aspects of the case which 
are less familiar; concerning these also we should 
speak with caution, predict with even more caution. 
The effect of an increasing supply of coin during the 
first period of its emergence presents curious problems. 
It has been suggested ' that when there is an increase 
in the supply of money (coin and notes to bearer), 
an effect ensues similar to that from the increase of 
any commodity: more of the article is used. When 
there are more nickels or eagles or five-pound notes, 
it is said that people will carry them about more. 
I am sceptical about this reasoning. The extent to 
which people carry about ‘ change,” large or small, 
depends upon rooted habits and adjustments. Money 
is simply the convenient medium for purchase; people 
do not use more of it when it becomes plentiful, in 
the way they use more clothing or sugar when these 
have become abundant. The principle of marginal 
utility does not seem to me applicable to money in 
the same way as to other commodities. If more change 
is used after the supply of money has become more 


1 T. N. Carver, in this Journal, vol. xxi, p. 443 seg. 
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plentiful, this is an ulterior consequence from rising 
prices, not an immediate effect of greater abundance. 
None the less, I conceive it not impossible that when 
specie becomes more plentiful, for a while it sticks, 
so to speak, in the channels of circulation. For a time, 
even tho not permanently, its velocity of circulation 
may be affected. As was noted in the preceding 
paragraph, it may easily stick for a while in bank 
vaults. It is not inconceivable that it should stick 
for a while in people’s pockets and tills! After a 
stage of readjustment, the normal proportion will be 
reached again in both uses; but that period of adjust- 
ment may be of considerable length. 

Certain it is that there is something like a cumulative 
effect both of increase and decrease in the supply of 
coin. One of the familiar and puzzling effects in 
monetary history is that a considerable increase in 
coined money may take place for years without visible 
effect on prices; then comes a flare-up, so to speak. 
There is a sudden upward movement, doubtless con- 
nected with the varying use of credit instruments. 
Such was the case during the decade from 1890 to 
1900. And similarly the effect of diminished specie 
is cumulative: there is little effect at first, but even- 
tually pressure and perhaps a sudden collapse of prices. 

All these irregularities and uncertainties must be 
borne in mind when an endeavor is made to predict 
the working of Professor Fisher’s plan. Suppose 
a given seigniorage to be announced at a given date, 
because the index of prices has risen. The immediate 


1 My colleague, Professor O. M. W. Sprague, calls my attention to the fact that this 
stage is less likely to appear under present conditions than under those of half-a- 
century ago. Gold from the mines nowadays goes into circulation almost exclusively 
through the banks. The South African gold, for example, goes direct to England and 
finds its way at once to the Bank of England. It then influences the circulating medium 
in no other way than gold received from the United States or from the Continent or 
from the internal stock. The case doubtless was diff at the time of the Australian 
and Californian gold discoveries. 














406 QUARTERLY JOURNAL OF ECONOMICS 


consequence is simply that fewer dollars will be coined. 
The effect might be expected to be no greater, no less, 
than that of diminished gold production and con- 
sequently diminished gold coinage. But it is by no 
means certain that the effect would really be the same, 
especially during the first stages in the application of the 
scheme. Men’s imaginations would unquestionably 
be affected, at least at the outset. The stock-broking 
and business community might take unreasoning 
alarm. There might be a sudden halt in the spirit 
of enterprise, conceivably a bit of a panic, nay, con- 
ceivably (if the materials happened to be ready) a 
full-fledged financial crash. I think it probable, 
however, that this sense of shock would be but tem- 
porary. It would soon appear that not much was 
happening; simply less coined money coming through 
the mint, which is the sort of thing that has been going 
on all the time without producing sensible effect. 
The probability seems to me to be that soon the business 
world would learn to disregard the announced seignior- 
age changes, and doubtless the financial and stock- 
jobbing fraternity would develop a slang of ridicule 
about it. Eventually, beyond doubt, an effect would 
appear, and one about which this same fraternity 
would be furious. The cumulative consequence 
would be like the cumulative consequence of long 
continued decline in gold production. After a season 
or two of declining bank reserves, tight money, and 
so on, a sudden collapse might be occasioned, and 
apparently caused, by the announcement of some 
particular seigniorage adjustment. Then there might 
be a decline in prices much more than in proportion 
to the bullion change. 

I would by no means be supposed to make predictions 
in this matter. It is no more possible to say in advance 
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how the compensated dollar plan would work over 
short periods than it is possible to say in advance 
in what way the effects of increased or decreased 
gold production will work out their results. It seems 
to me highly improbable that fluctuations in prices 
would cease, or that such a smooth course would be 
followed as is indicated on Professor Fisher’s chart. 
So long as the modern mechanism of credit continues 
to be used, fluctuations in prices seem to me inevitable. 
A long continued considerable advance would alone 
be prevented. Commercial crises would not be pre- 
vented, nor, in my judgment, appreciably abated. 
Professor Fisher’s predictions on this subject rest 
upon the particular theory of commercial crises which 
he has developed elsewhere. That theory does not 
seem to me established, and I have little faith in pre- 
dictions that are based upon it. Nor do I believe that 
labor discontent is as closely connected with changes 
in general prices as Professor Fisher intimates. On 
this subject I shall say more presently, To repeat, 
the only thing that would be accomplished would be 
the maintenance over periods of years, — ten years or 
more, -— very likely through some sharp and catastro- 
phic adjustments, of an approximation to a level 
course of prices. 


II 


What is to be said now of the possibility of securing 
the adoption of such a plan ? 

An international agreement for its adoption seems 
to me in the highest degree unlikely. Let it be re- 
called how repeated were the endeavors, under stress 
greater than that felt in recent years, to bring about 
an agreement for international bimetalism. A fall 
in general prices and in money incomes is a phenomenon 
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much more unwelcome than a rise. The earlier fall 
in prices, moreover, was bitterly felt not only by the 
debtor classes, but by all the protectionists. The 
movement for international bimetalism had powerful 
support in political circles as well as among the econo- 
mists. Yet it never had a ghost of a chance. So 
great is the rivalry between nations, so intent is each 
upon its own advantage, so jealous are they of each 
other, so strong above all is the spirit of selfishness 
and mercantilism in their economic policies, that it 
seems to me hopeless to expect them to come to an 
understanding on a matter of this sort. 

An illustration of the difficulties is to be found 
in the attitude which one might confidently predict for 
one of the great countries,— Germany. In general, 
the rising tide in prices has not been unwelcome in 
that country. The complaint there has been not that 
gold was too plentiful, but that it could not be had in 
sufficient amount. Complaint of this sort is indeed 
among the most common experiences in times of rising 
prices. How often have we been told that there is 
not money enough to “finance prosperity”! Any 
one who will look into the pages of so excellent a book 
as Helfferich’s Das Geld will find significant indications 
of the attitude likely to be taken by Germany.' This 
able scholar and administrator finds it difficult to 
believe that there has been too much money during 
the last decade. On the contrary, he finds that German 
financial institutions have had difficulty in obtaining 
as much as was needed for their legitimate operations. 
We may think that in all this there is a tinge of infla- 
tionism or mercantilism; we may have the same 
scepticism about it as about that phrase “ financing 
prosperity.” But it represents a state of mind that 


1 See, for example, p. 589 seg. (2d edition; 1910). 
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is wide-spread and extraordinarily influential; the 
state of mind not only of the average business man, 
but of the average banker and the average legislator, 
the average politician or statesman (use whichever 
phrase you please). It will make the active, rapidly- 
growing, and venturesome countries, such as, for 
example, Germany and the United States, extremely 
slow to tie themselves to an international agreement 
for lessening the money supply. 

Even if, by some unexpected stroke, an international 
agreement were to be secured, it would rest upon the 
frailest basis. Any war would put an end to it. Any 
stage of depression in an important country would 
render it in the highest degree irksome, would lead 
to its revocation by some one country, and then would 
cause the whole structure to topple over. Not least, 
there would be differences concerning the index number 
of prices to be used in fixing the seigniorage. Prices 
do not move parallel in different countries. It is in- 
evitable that they should sometimes rise in one country, 
while falling in another; or rise in one more than in 
another, or fall more. Even with uniform use of the 
most refined methods in collecting prices and in deduc- 
ing the index numbers, differences would appear. 
Which country’s index number should govern? Would 
Germany, whose index number registered a fall in 
prices, accede to a seigniorage charge because the 
statistics of England and the United States indicated 
arise? If indeed all countries were convinced that 
a disastrous depreciation of money were impending, 
and if they were resolutely determined to sink all 
differences and all selfish interests in order to prevent it, 
they might act on the basis of a compromise index 
number settled by an international commission. But 
the mere mention of these conditions precedent suffices 
to show how far they are from being present. 
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The question arises whether it would be feasible for 
one country alone to adopt the plan.' It would be 
feasible, in the same sense that it would be feasible 
for all countries together to adopt it. One country 
alone, carrying it out with unflinching consistency, 
might secure the desired result, subject to the qualifi- 
cations which have already been indicated. But that 
any one country would in fact adopt it alone seems to 
me in the highest degree improbable. 

Consider for a moment the mode in which the scheme 
would work in detail if adopted by a single country. 
Tho the immediate effect upon general prices within 
the country would be unpredictable, the effect upon 
certain kinds of prices would be certain, predictable, 
almost instantaneous. Exported commodities would 
feel the effect at once. Their prices are determined, 
to use the current expression, by the foreign market. 
It would be more accurate to say that their prices are 
determined by the total market, domestic as well as 
foreign. But it is clear that their prices must be the 
same (due allowance being made for transportation 
charges and the like) within the country as without. 
Now the immediate effect of a seigniorage would be, 
as Professor Fisher points out, a readjustment of the 
par of foreign exchange. The exporter would find the 
par of exchange lessened, and in terms of domestic 
money (compensated dollars) he would receive less 
than he got before. All commodities of export would 
fall in price at once, or fail to rise, to the extent of the 
seigniorage. Other commodities probably would be 
unaffected for the moment. In the long run, no doubt, 
these other commodities (we may call them domestic 
commodities) would also be affected. But, to repeat, 

1 Professor Fisher intimated in some of his earlier writings on the subject that a 


single country might adopt the plan. In later papers, however, he has advocated it 
for international adoption only. 
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the rapidity and extent of the change in general prices 
is impossible of prediction, The exporters, none 
the less, would feel an immediate and unmistakable 
effect. Beyond question they would be as hotly 
indignant with the plan as if an excise tax had been 
imposed on their commodities without any possibility 
of their raising the price of their products. Consider 
for a moment what would be the state of mind in our 
cotton-exporting South. Is it to be supposed that 
any set of legislators could resist the political pressure 
from the various exporting sections, and carry out 
the scheme unflinchingly ?- Can we imagine a Con- 
gressman telling his constituents that they need only ~ 
wait a while, until all money incomes and all prices 
had adjusted themselves to the new conditions? that 
then nobody would be worse off or better off than 
before? To ask this sort of question is to answer it. 
The very proposal of the scheme in the halls of Con- 
gress would invite the hot opposition of the exporting 
sections and industries. Its immediate consequences 
for them would be seen quickly enough, and no 
promise of ultimate adjustment would lessen their 
hostility. 


III 


In view of all these complications, uncertainties, 
and political and sectional obstacles, the question 
presents itself whether the emergency is so serious, 
the evil so great, the gain to be secured so unmistakable, 
that_it_is worth while to press so far-reaching a change. 

It is not amiss to recall the situation half a century 
ago, when the Australian and Californian gold dis- 
coveries poured into the world a flood of new gold, 
which (in comparison with the conditions at that time) 
was no less ominous than the great flood of our own 
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time. We all remember Chevalier’s Baisse probable 
de Vor (1859). The bottom seemed to have dropped 
out of gold. Chevalier advised that it be discarded 
as the basis of the circulating medium of the civilized 
world. This is in substance what Professor Fisher 
now proposes. As events proved, Chevalier made 
his predictions, and advanced his proposals, just as 
the crest of the wave had been reached. Had he 
waited a few years, it is probable he would never have 
committed himself as far as he did. I am not con- 
vinced that the situation at the present time is dissimi- 
lar to that of 1860. 

Professor Fisher has predicted that prices will rise 
further. He is disposed to believe that there will be 
not only a rise, but that there will be a considerable 
rise. I hesitate very greatly to enter the domain of 
prediction. I am inclined to believe that the rise 
in prices will not cease for the next decade; but whether 
it will be considerable or moderate or negligible in 
extent, I should not venture to say. Predictions 
concerning the output from the mines are to be taken 
with the greatest caution. We all recall the predictions 
which Suess made in 1892.! The distinguished geolo- 
gist believed that the prospects of an increased pro- 
duction of gold were of the slightest, and that the 
world must fall back on the use of both metals. 
How different the course of events has been from 
that which he predicted! There are those who be- 
lieve that the output of gold, so far from continuing to 
increase, has reached, or is approaching, its maximum.? 
For myself, I should not be surprised if there were a 
cessation in growth, and should certainly be surprised 
if there were not a relaxation in the rate of growth. 


1 E. Suess, Die Zukunft des Siebers (1892). 
2 See, for example, R. A. Lehfeldt, in the Economic Journal, September, 1912, 
vol. xxii, p. 487. 
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Further: it deserves to be borne in mind that the 
total supply of the precious metals is now so much 
greater than it was twenty years ago that the same 
annual increment will have much less effect on prices. 
This is the familiar consequence of the durability of 
the precious metals. To repeat what I have said 
elsewhere: ! — 


Any uniform increase in the gold supply, even tho great, tends to 
become progressively less in its effect. Each increment enlarges 
permanently the existing stock; and the succeeding increments, 
tho equally great, are less in proportion to the stock as enlarged. 
The increase in supply takes place by arithmetical progression; 
it would have to take place by geometrical progression in order 
to continue to lift prices at the same rate as at the start. 


Finally, a circumstance should be borne in mind 
which bears not only upon the intrinsic desirability 
of a regulative plan, but also upon the attitude of the 
general public and the consequent political and indus- 
trial possibilities. _ Economists are familiar with 
the difference between the phrase which they use in 
describing the new conditions, and that which is current 
in popular discussion. The economists speak of the 
“vise in prices’; the general public speaks of the 
“high cost of living.” The difference in phraseology 
is not due simply to variation of the point of view. 
It results from the fact that very different phenomena 
are had in mind by the two sets of persons. The 
economist is thinking and reasoning about the change 
which has been of special interest for him, — the 
general rise in prices. The man on the street is thinking 
about the exceptional rise in the prices of one important 
set of commodities. Any one who will examine with 
care the index numbers of our Bureau of Labor will 
see what a marked rise, much beyond that of the general 


1 Principles of Economies, vol. i, p. 262. 
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index number, has appeared in the prices of farm prod- 
ucts, and especially in the prices of meat.' That 
special advance has taken place within the last three 
or four years. It is precisely within this period that 
general attention has been turned to rising prices. 
What the public has had chiefly in mind has been 
not the general change, but the particular change in 
the commodities of wide consumption. This, I believe, 
is the main cause of labor unrest. 

What has caused the unusual rise in these food prices 
is a moot question. There are careful observers who 
believe it due to far-reaching influences, whose effects 
will continue indefinitely. Here in the United States 
we are told it is the result of the cessation of the era 
of free land, and the imminence of diminishing returns 
in agriculture. A new stage in our economic history 
is said to be opening. Cheap cereals and cheap meats 
must never again be expected; farm products and 
farm lands have permanently shifted to a higher level 
of value. It may be so; indeed, I am disposed to 
think that there is not a little truth in the statement. 
But I suspect that there is a tendency to exaggeration 
in it, and that in part the phenomena of the last few 


1 This change is not easily followed in the Bureau reports, because the pertinent 
figures are classified under two heads, “food” and “farm products.” The price 
index of the food group has been in recent years not far removed from the index for 
commodities in general. But this group includes such articles as salt, tea, coffee, spices, 
sugar, whose prices have been stationary, or rising but slightly, and have kept down the 
index for the group. The prices of the articles classed as “ farm products" (wheat, 
corn, oats, cattle, hogs, sheep) show most strikingly the rise which has caused the 
complaint of high cost of living. Compare the general index with that for farm prod- 


ucts since 1907: — 


Indez for all Index for 
Year Commodities farm products 
1907 129.5 137.1 
1908 122.8 133.1 
1909 126.5 153.1 
1910 131.6 164.6 
1911 129.3 162.6 


See also the interesting figures in the Bureau of Labor’s Third Report on Retail 
Prices, Bulletin no. 108 (1912), p. 14. 
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years are temporary. There is probably much truth 
in the counter opinion that cereals, and in some degree, 
meat products also, are likely to be lower in price 
before another five-year period is over. There is a 
possibility of large extension of the cultivation of wheat; 
and other cereals as well, such as Indian corn, have not 
reached in the United States their limit. Meat prod- 
ucts necessarily show in greater degree the influence 
of long-period causes, and a subsidence in their prices 
is not likely to take place so soon as in the prices of 
cereals. 

Whatever be the particular causes that have led 
to the high prices of food, economists agree that these 
causes will operate irrespective of any compensated 
dollar plan. This would simply serve, at its best, 
to keep general prices where they are, leaving each 
particular group of commodities subject to its own 
particular set of causes. If the compensated dollar 
plan were to be adopted, and if the prices of food 
should continue to mount, there would be disappoint- 
ment for the general public, but nothing to surprise 
the economist. And conversely, it is entirely possible 
that the rise in the cost of living, that is, the special 
rise in the prices of foodstuffs, will reach its end irre- 
spective of any monetary change whatever. The 
general rise in prices and money incomes, to repeat 
what has already been said, is not unwelcome to the 
great majority of people. Its incidental consequences 
are perceived and debated chiefly by the economists; 
such as the effects on the creditor class and the 
slowness of so-called fixed incomes to rise correspond- 
ingly. The general public is concerned chiefly with 
the conspicuous rise in the prices of foodstuffs, which 
is ascribable to causes very different from those that 
bring the general rise, and can be reached only by 
remedies very different. 
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In sum, I am not convinced that the evils of the 
present system are so great as to call for the extra- 
ordinary remedy proposed. If, indeed, consequences 
of the most serious sort were imminent from an over- 
whelming increase in the gold supply, we might feel 
disposed to move heaven and earth to prevent them. 
Obstacles from international jealousy, or from wide- 
spread misconceptions and fallacies, could then only 
spur us to greater exertions. But if the evils are as 
yet not unbearable; if those against which the public 
most rebels are due chiefly to other causes than the 
mere increase in gold supply; if the remedy proposed 
is one whose operation is far from certain, likely to 
lead to complications of its own, and in danger of 
being discarded on its first failure to work a cure, — 
let us bear the ills we have. The world has long been 
familiar with the instability of the specie standard 
of prices. We all know that it is far from perfect. 
It is to be defended not as an ideal system, but as 
the best working expedient yet found. It is rooted 
in the habits and traditions of mankind, as well as in 
the physical qualities of the precious metals. The 
time may come in this matter, as in others, when 
mankind will do away with rough expedients, and 
will adopt more refined methods, devices more con- 
structive. We may make far-reaching changes in the 
whole régime of private property, with which the use 
of the precious metals is so closely connected. On 
/ the whole, I conclude that this proposal for radical 
change gives better opportunity for ingenious intel- 
lectual exercise than for practical efficacy. 


F. W. Tavssic. 


Harvarp UNIVERSITY. 
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THE TABULAR STANDARD IN MASSACHU- 
SETTS HISTORY 


SUMMARY 


First suggestion of tabular standard erroneously credited to theo- 
rists, 417. — Found earlier in Massachusetts history, 419. — In an act 
of 1747, closing the struggle to adjust depreciated bills of credit, 425. — 
New movement starts in the Revolutionary period, 427. — Deprecia- 
tion of bills and rise of prices distress soldiers, 430. — Failing to fix 
prices, States raises pay, 432. — Finally pay is raised in close conformity 
to computed rise of prices, 435. — A tabular standard printed on notes, 
1780, 437. — The determination of the table, 439. — Imperfect admin- 
istration, 441. — Scant returns of official prices, 443. — Notes refunded 
and law repealed, 446. — Adoption of table in other relations, 448. — 
Comment, 449. 

Appendix I, Table of Depreciation, 452; II, President Langdon’s 
Account, 454; ITI, Fac-simile of a Note, 455. 


AccorpinG to their degrees of care and wisdom 
writers in economics have credited the first suggestion 
of a tabular standard of values to one theorist or 
another. Jevons, whose chapter in his Money and the 
Mechanism of Exchange did as much as anything else to 
make the tabular standard known universally, states 
definitely that ‘‘ the idea was perhaps derived from the 
ingenious work of Joseph Lowe’’;' and that it was 
“ probably invented by him.” * Lowe himself mentions 
several earlier writers as having in some measure pre- 
pared the way for him; and to one of these, Sir George 
Shuckburgh Evelyn,* Hirst ascribes the earliest mention 
of the scheme.‘ But it is probable that the idea of 


1 Investigations in Currency and Finance, p. 122, n. 


2 Money and the Mechanism of Exchange, p. 329. 

® Called Sir George Shuckburgh by Lowe and many others. 

« “ Thus Evelyn may be regarded as the first writer who definitely proposed a 
tabular standard; while Joseph Lowe . . . is the first to lay any considerable stress 
upon its practical value.’ Palgrave, Dictionary of Political Economy, vol. iii, p. 509. 

417 














418 QUARTERLY JOURNAL OF ECONOMICS 


something of the nature of a composite standard or 
measure of values came more or less definitely into the 
minds of a number of thinkers independently. For, 
once it is recognized that money (specie money) is 
variable in value, there is no halting the quest for a 
stable standard in any one commodity. 

It is undeniably true that Lowe ! developed the idea 
with much the greatest fulness and with the clearest 
understanding of its meaning. But Ricardo faced 
squarely and rejected the proposal to judge the value of 
money by “ its relation, not to one, but to the mass of 
commodities.” * He, of course, was later than Evelyn; * 
but Adam Smith himself, in chapter eleven of the first 
bcok of the Wealth of Nations, refers several times to a 
““ set of commodities ”’ as a possible, altho unsatisfac- 
tory, measure of value.‘ It is uncertain to what extent 
Arthur Young * and Count Soden * ought to be recog- 
nized as among the first to catch the idea of ascertaining 
changes in the value of money by computing the prices 
of anumber of commodities; for, as in the cases of Smith 
and Ricardo, so in others, it is not easy to judge how 
fully the idea was developed in the mind of a writer 
who took, as it were, a side glance at it. 

But it is not the purpose of this paper to pass upon the 
relative merits of the score or two of theorists who have 
given attention to tabular standards or to the deter- 
mination of changes in the value of money by reference 


1 The Present State of England (1822), pp. 315 ff., 331 ff. 
2 Proposals for an Economical and Secure Currency, 2d ed. (1816), pp. 14 ff. 


* An Account of Some Endeavours to ascertain a Standard of Weight and Measure. 
Philosophical Transactions of the Royal Society, 1798, Part I, p. 176. 


« “ Labour, it must always be remembered, and not any particular commodity or 
set of commodities, is the real measure of the value both of silver and of all other com- 
modities.”. Nicholson's edition, p. 79; Cannan’s edition, vol. i, p. 187. 


5 An Inquiry into the Progressive Value of Money in England, 1811. 
* National-Oekonomie, 2, pp. 338 ff. 
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to the prices of commodities. I wish to call attention 
to two periods in early American history when the 
essential principle of the tabular standard was embodied 
in legislation; both periods being well before the time of 
any of the theorists ! to whom the origin of the idea has 
been traced. Evelyn’s paper is the earliest discussion 
in which any clear recognition of a composite standard 
or measure of exchange values has been found.? Yet a 
goodly number of years before Evelyn wrote the men of 
Massachusetts had had the same idea; and at two 
distinct times had written it into law.* 

The general course of Massachusetts experience with 
paper money in the early eighteenth century is well 
known. Public bills of credit were first issued in 1690, 
when the attempt of Sir William Phips upon Quebec 
had failed; and by 1710 depreciation had become great 
enough to attract serious attention. Of the vast 
number of measures taken in the attempt to stay the 
fall of ‘the bills and to prevent or reduce its harmful 
effects only a few need now to be recalled. 

A law of 1712 had, in effect, given the current bills 
full legal tender at face value by providing that an offer 
of them in payment should stay executions; and this 
law was continued in force until October 31, 1741. As 


1 Unless, indeed, Adam Smith be counted among them. 


2 It is perhaps open to question how seriously Evelyn took the scheme. Having 
dealt with the truly worthy topics indicated in his title, he apologizes for lowering the 
dignity of philosophical discussion, and then goes on to develop his plan for combining 
prices. But he is surprisingly crude in it all. 


3 Nobody can see better than I how very incomplete is the account given in this 
paper. I should not venture to present it, fragmentary as it is, but for the encourage- 
ment and even pressure of colleagues, who lead me to believe that such a provisional 
sketch as my notes could yield might induce somebody else to carry the study further. 

Only two writers, to my knowledge, have mentioned the first case. Andrew 
McFarland Davis refers to it in his Currency and Banking in the Province of Massa- 
chusetts Bay, Part I, p. 195, but very briefly and apparently without catching its 
significance. Felt barely mentions it in his Historical Account of Massachusetts 
Currency, p. 118. Of the later and much more interesting case there are also two notes 
in print, one by Eltweed Pomeroy in the Arena magazine for September, 1897, and the 
other by Frank Parsons in his booklet, Rational Money, 1898, p. 137. 
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the continued and rapid fall of the bills registered itself, 
— most clearly and definitely in the market for silver 
and London exchange, but also generally in the prices 
of commodities and services, — the disturbance and 
injustice increased.1. A number of attempts were made 
to secure an official determination of the extent of the 
depreciation and to give the bills legal currency at corre- 
spondingly reduced values. In 1727 a bill with such a 
scale of depreciation for the years 1710-27, to be applied 
in the liquidation of debts, was introduced and failed 
of passage.? In 1734 a similar bill for ascertaining the 
value of the notes was defeated in the House.* But in 
1737 a law was passed‘ which virtually recognized a 
loss of two-thirds value in the bills previously emitted; 
for it put out a new series of bills, the “‘ new tenor,” and 
ordained that they should pass at three times the value 
of the others. 

During all the period of paper money in Massa- 
chusetts there were conflicts among the various political 
and industrial classes which it is not easy to describe or 
trace. But the Governor, as the representative of the 
Home Government, was usually on the side of conserva- 
tism in the issue of bills; and with the appointment of 
Shirley as Governor, in the summer of 1741, a new stage 
in the conflict is marked. Early in his administration 


1 A memorial to the Council in the session of 1742-43 recited that since 1712 it had 
been the “ uninterrupted practice " of courts to issue judgments at the nominal sums in 
the bills of credit and that the bills had been “‘ continually accepted by the creditor in 
satisfaction of his debt.". The same memorial recited further that “‘ the intent and 
expectation of those persons who have from time to time borrowed and lent any sum or 
sums of bills of credit on penal bonds and mortgages (except when the value of the bills 
of credit has been fixed and ascertained) has been to pay and be paid the same nominal 
sum in bills of credit again and to run the risque of their rising and falling in value: and 
the aforesaid practice of the courts, and the said intent and expectation of the parties, 
have had an influence upon all trade and dealing throughout the Province.” 


2 Felt, An Historical Account of Massachusetts Currency, p. 83. Davis, Currency 
and Banking in the Province of Massachusetts Bay, Part I, p. 190. 


3 Davis, p. 139. 
4 Chapter 8 of 1736-37. 
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and under his influence two important currency acts 
were passed. By one! £30,000 of new bills of credit 
were authorized and appropriated to various uses. 
While the nominal basis of the bills remained as before, 
six shillings and eight pence to the ounce of silver, they 
were given a wider legal currency, apparently full legal 
tender; ? and it was further provided that one shilling 
of this issue should have power to pay “‘ any debt of four 
shillings? heretofore contracted,’ ‘“ specialties and 
express contracts in writing excepted.” Taxes were 
laid for sinking the bills; and in payment of these there 
was provision, as in many former tax laws, for the re- 
ceipt at the treasury of staple products of the Province. 
But, as against the former practice of fixing in the tax 
law itself the rates at which products should be received, 
it was now provided that they should be taken at “‘ such 
moderate rates and prices as the respective general 
assemblies” of 1744, 1745, and 1746 might set. In 
section twenty-two it was provided further that, if these 
general assemblies should not set the prices by June 20 
of their respective years, then a committee of the 
province treasurer and the eldest councillor in each 
county should give a rating. 

Another act of the same session — in fact, the next 
act in the numbered series and passed on the same 
day, — was connected intimately with the foregoing 
as a part of Shirley’s monetary reform. It gave the 
bills issued under the former act their legal currency 
until March 31, 1747, rated them at six shillings and 


1 Chapter 11 of 1741-42, passed January 15, 1742. 


2 “ This bill of twenty shillings, . . . shall be equal to three ounces of coin’d 
silver, . . . and shall be so accepted in all payments and in ye treasury.” 

8 Apparently this rating was based upon previous inquiries. At least twice within a 
year and a half (July 29, 1740, and November 2, 1741) the Council had received reports 
that public bills of exchange were “ not more than four hundred per cent.’’ Council 
Records, 10: pp. 408, 549. 
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eight pence to the ounce of silver, and then ordained 
that, if in the future the bills should fall below this value, 
judgments in court should be rendered either in terms 
of silver or in the bills with a due allowance for their 
depreciation. The measure of the depreciation was to 
be the cost of silver and London exchange; and the 
method of determination was to be somewhat like that 
for the rating of commodities for taxes. The duty lay 
first upon the respective general assemblies, for semi- 
annual ratings. In default of action by the general 
assembly, a committee of the eldest councillors as before, 
but without the province treasurer, should act. In 
default of action by the councillors, a committee of five 
“‘ able and sufficient men ”’ were to be appointed by the 
justices of the superior court of judicature.! 

Shirley claimed much credit for the enactment of 
these two laws, apparently trusting that he had safe- 


1 Both of these acts may be found in their chronological order in the second volume 
of the printed Acts and Resolves of the Province of Massachusetts Bay. They have 
been mentioned by a number of writers. It is apparent that Sumner (History of Ameri- 
can Currency, p. 31) rests his statement upon Hutchinson's history of Massachusetts; 
and it is quite evident that Gouge (Short History of Paper Money and Banking in the 
United States, Part II, pp. 19 ff.) and Barry (The History of Massachusetts — Provincial 
Period, p. 135) do so. Hutchinson (History of Massachusetts, 3d ed., 1795, vol. ii, 
p. 360), Felt (Historical Account of Massachusetts Currency, p. 111), Minot (History of 
Massachusetts, p. 91), and Palfrey (History of New England, vol. v, p. 103) not only 
show no realization of the importance of chapter 12, but fall into some error or confusion 
as to the nature of the legislation. Davis (Currency and Banking in the Province of 
Massachusetts Bay, Part I, chs. 7-9) gives a great many facts, but even he does not see 
the meaning of chapter 12. 

Massachusetts was not alone in legislation of this kind. 
made by Davis (p. 327) and Bullock (Essays on the Monetary History of the United 
States, p. 242) and from sources they have revealed that New Hampshire, as might have 
been expected from her close relations with Massachusetts, came to the same legislation 
as Massachusetts, in the same way and in the same year, 1742, and that she had much 
the same experience of very difficult and imperfect enforcement. Davis has shown 
similar legislation in Rhode Island in 1741, 1744, and 1750 (pp. 347, 351) and in Con- 
necticut in 1742 (p. 363). Douglass, writing his Discourse concerning the Currencies 
of the British Plantations in America (1739) suggested an annual determination of the 
value of the province bills by the Governor and Council upon the basis of silver and 
London exchange (Reprint in Economic Studies, vol. ii, p.345), adding, ‘‘ Both Carolina's 
have given us a successful Precedent."’ The schedule of ratings for South Carolina 
for 1700 to 1739 is given as an appendix to volume 9 of the Statutes of South Carolina, 
published in 1841. For a clear indication of a similar policy in North Carolina as early 
as 1729, see Bullock, pp. 129-137, 143-144. For the course of Rhode Island as early 
as 1720, see Phillips, Historical Sketch of the Paper Currency of the American Colonies, 


p. 104. 


It is clear, from statements 
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guarded perfectly the interests of creditors. He held 
that the two laws were “ of more service to the country 
than all the acts of assembly that had been made since 
the first emission of bills in the province.’”’! It is highly 
probable that his personal and official influence had 
much to do with securing the enactments; but other 
forces were working to the same end. Felt refers to the 
essential provision as one ‘‘ which had long been on the 
tapis’’; and Hutchinson definitely suggests as the 
originator Colonel Stoddard of Northampton. Doug- 
lass was urging it in 1739. It is probable that the idea 
originated independently in the minds of many, as it 
easily might under a currency sinking in value so very 
rapidly. Several attempts had been made to arrange 
a scale of depreciation of the notes for years past; and, 
once the fact and degree of past depreciations estab- 
lished, it was no great step in advance to anticipate 
future depreciations. 

But, if Shirley fancied that his ‘‘ equity bills,’”’ as the 
new bills came to be called,? were to end the troubles 
from depreciating currency, he misjudged them. In- 
deed, it is not clear that troubles lessened. For to 
former points of disagreement there was now added the 
question in which of the three possible ways the official 
valuations should be made. Davis shows something 
of the contests between House and Council over this 
matter.? Hutchinson’s reference to the customary 
lack of firmness in the councillors and to the exceptional 
courage and strength of Mr. Nathaniel Hubbard, 
“eldest counsellor for the county of Bristol,’ would 
make it clear that the councillors did sometimes act. 


Palfrey’s History of New England, quoted by Davis, p. 258. 


2 They were called also “‘ new tenor,” the bills of 1737 being now called ‘ middle 
tenor,” and those of earlier dates ‘“‘ old tenor.’ But the old tenor continued to be the 
common measure of values. 


3 Pp. 178 ff. 
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But the large number of committee reports to which 
Davis refers ' and other evidence show that the last was 
the usual method of determination. The general 
assembly, however, asserted its final authority over the 
valuations; and for some years at least it would not 
sanction any finding of depreciation in the “‘ new tenor ” 
bills of 1742. By chapter 7 of the laws of 1743-44 the 
legislature set aside a finding of the judges of the supe- 
rior court by committee, reducing the reported price of 
silver from seven shillings and two pence to six shillings 
and eight pence, the nominal parity of the new bills. 
And I have been unable to find any legislative approval 
of any higher rating of silver until August 17, 1744. 
Then, indeed, the assembly approved a rating of seven 
shillings and six pence, made by ‘“‘ John Osborne Esqr 
from the committee appointed to state the value of the 
bills of credit.” But this was the first reported rating 
after a law of June, 1744, had provided still another new 
series of bills, ‘“‘ last new tenor,” or ‘‘new tenor seconds,” 
of which the nominal parity was the same as the rating 
of Osborne’s committee. December 27 following, the 
same rating by the same committee was again sanc- 
tioned by the general assembly. Davis shows five 
subsequent findings at this same rate, the last being of 
August 8, 1746. Later than this even his intelligent 
industry has revealed no valuations. 

There are, of course, not a few statements which 
bear upon this matter. Felt gives a table of silver 
prices from 1710 to 1752,? in old tenor bills; and, while 
his statistics are without cited authority, they match so 
well with other evidence that they may perhaps be 
accepted. He makes the price run up very rapidly in 

1 Massachusetts Archives, 102: pp. 285, 306, 334, 338, 341, 393. Davis gives a 
tabular statement of valuations from 1743 to 1746 (p. 193). 

2 Pp. 83, 135. 
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the late forties, even after the Louisburg ransom was 
reasonably certain to be had and used for the resump- 
tion of a specie currency. His figures run from twenty- 
eight shillings in 1744 to sixty in 1749-52. And these 
match with the terms of the resumption law,! by which 
old tenors were to be redeemed at forty-five shillings 
for one piece of eight, and the middle and new tenors 
at eleven shillings and three pence. The piece of eight 
weighed not far from three-quarters of an ounce, 
perhaps from fifteen to seventeen pennyweights. 

But otherwise than through lack of fair ratings the 
law failed to secure all that had been hoped from it. 
Hutchinson states? that “unless in debts of long 
standing, which the debtor could not pay without an 
action at law, demand was not ordinarily made for the 
depreciation.” And Minot says that ‘on simple 
contracts, which were by far the most numerous, no 
allowance was made.”* It is also evident that the 
law could have no effect for debts not running past one 
of the dates of valuation. 

Dissatisfaction with the laws of 1742 continued 
general;* and out of this there came an important 
amendment * in which the principle of the tabular 
standard is given recognition, perhaps one might say 
full recognition. The motive and character of this 
truly important act cannot be shown more clearly than 
in its preamble and terms. After a reference to the 
earlier act of 1742, for ascertaining the periodic values 
of the “ equity bills,” it goes on as follows. 


1 Chapter 15 of 1748-49. 

2 History of Massachusetts, vol. ii, p. 362. 
3 Ibid., p. 91. 

* Davis, p. 178; Felt, p. 117. 


+ 5 Chapter 12 of the acts of 1747-48, passed September 12, 1747. Felt, who makes 
the briefest possible mention of the act, gives a marginal date, February 3, 1748. 
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and Whereas in the rule by said act prescribed for determining the 
value of such bills, from time to time, for the purpose aforesaid, 
only silver and bills of exchange are made the standard whereby 
said bills are to be estimated in order to the payment of private 
debts to be contracted within the time aforesaid; which rule by 
experience, has been found to be unequal, and not to assure the good 
intention of the said act, inasmuch as the bills of credit being the 
only medium of trade and commerce in this and the other govern- 
ments in New England, their value cannot be truly estimated by the 
prices of any one or two particular commodities or merchandizes, 
such as bills of exchange and silver now are, and have for several 
years past been, within this and the aforesaid other colonies, and 
the prices of which in bills of publick credit have been found liable 
to be very suddenly and immoderately increased by a few persons 
for the sake of serving their own particular trade or interest, whereby 
the bills of credit have often been, to the great grievance of debtors, 
much depreciated with respect to bills of exchange and silver, tho’, 
at the same time, they have kept their value with respect to all 
other commodities and merchandizes in this province: now, for 
preventing any future inconvenience which may arise to the debtor 
from estimating the value of bills of credit by comparing them with 
the prices of bills of exchange, and silver, alone, ; 

[It is enacted] That when any valuation shall be made of the bills of 
publick credit on this province, in pursuance of said act and for the 
purposes therein mentioned, regard shall be had not only to silver 
and bills of exchange, but to the prices of provisions and other 
necessaries of life, and to the difference that may arise from the 
plenty or scarcity of them, or other circumstances which may 
casually occasion the rise or fall of them, at the respective seasons 
wherein such valuations shall be made as aforesaid. 
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I have no real knowledge as to the effects of this law. 
That it did not produce great results is shown by the 
continuance of the struggles between debtors and credi- 
tors and of the disagreements about determining the 
depreciations of the bills of credit. But at the most it 
can have had only brief importance. Only two more of 
the semi-annual dates for valuing the bills came around 
before the law for the resumption of a specie currency 
was passed; and the valuations then provided for pur- 
poses of redemption superseded all others. Soon all 
questions of ascertaining the value of a paper currency 
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were done away. Altho Massachusetts issued con- 
siderable amounts of treasury notes in the next twenty- 
five years, they bore interest and were not intended for 
circulation. Nor did they circulate. As soon as 
experience of sound finance had removed the popular 
prejudices against public bills, the treasury notes be- 
came a favored form of investment. 


When the war for independence came on, Massa- 
chusetts felt compelled to turn back with the other 
colonies to the issue of bills of credit. Beginning May 
20, 1775, with a modest emission of £26,000 of legal 
tender notes, she ran rapidly into the hundreds of thou- 
sands; and, when the inevitable depreciation came, she 
suffered with the other colonies the effects of their 
common policy, and struggled with them for escape. 
But no more than in following her course in the first half 
of the century is it here necessary to trace through the 
complications of military, political, industrial, and 


monetary history. All those, except for occasional 
reference, may be left out of account. 

Of course, the depreciation of the bills registered itself 
in a rise of prices. For a long time this rise was faced 
as a result of all sorts of evil practices among commercial 
men, so that many severe statutes were passed against 


> 66 > 6 | 


“ forestalling, monopoly, oppression, extor- 
tion,” and other like enormities. And, with all the 
rest, there were many attempts to fix maximum prices 
for staple commodities. 

First and last, from 1776 to 1780, there were some 
eight conferences held at various places for the purpose 
of securing harmonious action among the states in 
the control of prices; and in entering one, the first, of 
these Massachusetts took a step which started her 
again, altho by a different path, toward the tabular 
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standard. Massachusetts long had been accustomed 
to the legal rating of prices; and as soon as the issue of 
paper money had been resumed, she began to consider 
the regulation of the prices of staples. She was, there- 
fore, ready to respond quickly to an invitation of 
Governor Trumbull of Connecticut and send delegates 
to meet in conference with the other New England 
states at Providence in December, 1776. The purpose 
of the conference was to secure a harmonious scale of 
prices for all the New England states; and an agree- 
ment was reached quickly. Convening on Christmas 
Day, the delegates passed to the adoption of figures on 
December 28, and on the last day of the year had com- 
pleted a schedule of rates.. Upon most of the goods 
specified the prices were to be the same for all New 
England; but in a few cases lower figures were allowed 
for Connecticut. For some bulky articles, as hay and 
lumber, in which there could be no extensive commerce 
at that time, the conference advised the separate states 
to determine their own rates. 

The Massachusetts delegates reported back to their 
Council on January 4, 1777; and on January 25 the 
schedule of the Providence convention, with some few 
modifications, was carried into a law, the famous ‘“ Act 
to Prevent Monopoly and Oppression,” chapter 14 of 
1776-77. The articles covered included some fifty 
or more great staples, but in particular food stuffs and 
materials for wearing apparel.? The prices, in their 
exact amounts, were to apply to Boston only; and to 
the selectmen of the several towns was assigned the 
task of adjusting local prices ‘‘ according to the custo- 
mary relation to Boston prices.” To the same author- 


1 The work of the conference, as well as its results in later Massachusetts legislation, 
is described in a long note to chapter 6 of the laws of 1777-78 in volume 5 of the 
printed Acts and Resolves of the Province of Massachusetts Bay. 


2 The list, with prices, is given by Felt, pp. 170-173. 
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ity was also entrusted the duty of fixing prices for any 
goods not listed in the act. The only articles which 
demand our attention are “‘ Good Indian meal or corn,”’ 
4s. a bushel; ‘‘ good merchantable sheeps wool,’’ 2s. a 
pound; ‘ good well fatted grass fed beef,” 3d. a pound; 
“stall fed beef, well fatted,” 4d. a pound; “ tanned 
hides,”’ 1s. 3d. a pound. 

But the act did not stand for long. Complaint was 
made at once that the scale of prices was below the costs 
of procuring the goods; and so an act of May 10 allowed 
certain higher figures. Under date of May 14, Gover- 
nor Cooke of Rhode Island sent in a complaint that the 
“Two neighboring states that are powerful” had not 
enforced the terms of the Providence agreement, and 
that ‘ this little state’’ could not give them effect 
alone. He added that in Rhode Island there “ hath 
been an almost intire stop of vending the necessary 
Articles of Life.” Similar complaints came also from 
powerful interests within the state. During the sum- 
mer a great deal of attention was given to the schedule 
of prices by the legislature; and two motions to repeal 
the Act against Monopoly and Oppression were defeated. 
Meanwhile another conference, of New England and 
New York, had convened at Springfield, July 30, to 
consider the acts against moriopoly and several other 
related measures of military, commercial, and financial 
policy. The result of this conference was a set of eight 
resolutions; on measures against depreciation, on taxa- 
tion for war purposes, on the prevention of engrossing, 
on freer commercial intercourse among the states, on the 
supplying of the troops, and so forth. In particular, it 
was advised that the acts against monopoly and oppres- 
sion, so far as they involved a fixing of prices, should be 
repealed, because these acts had been inconvenient and 
had better be replaced by other measures. 
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The report of the Massachusetts delegates was pre- 
sented to the Council August 11; and October 13, the 
acts against monopoly and oppression were both re- 
pealed, for the declared reason that they ‘‘ have been 
very far from answering the salutary purposes for 
which they were intended.” And, altho “ An Act 
against Monopoly and Forestalling’’ was passed mn 
February, 1779, in deference to the strongly expressed 
wishes of Congress and some of the states, Massa- 
chusetts would not again take what she considered the 
futile action of fixing prices. 

But some important, or at least interesting policies of 
government grew out of these laws, brief tho their 
continuance had been. The hardness with which the 
rapid rise of prices bore upon many classes had been 
recognized early and everywhere. Local and general 
records show many attempts to afford relief.2 But, for 
reasons not far to seek, the soldiers and their families 
had early been recognized as having peculiar claims for 
consideration and relief. The rise of prices was so 
rapid that in the time between the payment of the man 
in the army and the quickest receipt of his money by his 
family there might be great changes; whereas the 
nature of his service ought to assure him the justest 
treatment. The preamble of the Act against Monopoly 
and Oppression had recited that “ exorbitant prices 
dishearten soldiers.”’ 

Early in 1777 the legislature of Rhode Island had 
passed a law that soldiers of that state enlisting into the 


1 Chapter 6 of 1777-78. For interesting records of town action under this act 
against poly and ion see Boston Record Commissioners, 25th Report, p. 
30; and The Old Records of the Town of Fitchburg, Massachusetts (1898), vol. i, pp. 
139-145. 


? The Selectmen’s Minutes of Boston have this entry, under date of June 10, 1778. 
“ Voted, that Mr. Peirce who warns Strangers to depart this Town, be allowed in addi- 
tion to his stated Salary of £40 the further Sum of Thirty Pounds in consideration of the 
high price of Provisions &c. to commence from the 1 Inst.” 
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continental army should be supplied with the articles 
listed by the Providence conference at the prices then 
agreed upon. The same state had also ordered that 
there should be a committee in each town to supply the 
soldiers’ families at the legal rates, upon the deposit 
of the money for purchasing. Precisely this principle, 
or policy, was sanctioned by the Springfield conference 
of July, 1777; and upon a report of the Massachusetts 
delegates to their legislature a law of almost identically 
the same nature was enacted three days before the 
repeal of the monopoly and oppression laws, that is, 
October 10, 1777. 

A further recommendation of the Springfield con- 
ference was embodied in another law of October 13, 
1777. By this act all non-interest bearing bills of credit 
of above one dollar denomination were ordered in by 
January 1, 1778, to be exchanged for six per cent treas- 
ury notes. At the same time an attempt was made to 
take from the bills of credit their legal currency. But 
it was not found practicable to adhere to this policy of 
contraction. Several times the date for calling in the 
bills of credit was postponed.! The bills were not only 
allowed to remain out; in effect they were again given 
legal currency. For soon after the new law against 
monopoly and forestalling, it was enacted that Massa- 
chusetts and Continental bills of credit must be accepted 
for merchandise.” 

And so prices continued to rise, in Massachusetts as 
elsewhere. There was constant discussion and con- 
ference, over embargoes, ratings of prices, and the like; 
but for some time nothing of importance was done in 
Massachusetts. And meanwhile the people were 
suffering from the ever higher prices, the soldiers’ fami- 
lies perhaps suffering most. 


1 By acts of December 13, 1777; April 3, 1778; June 4, 1778. 
2 By an act of June 24, 1779, chapter 7 of 1779-80. 
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The resolution of October 10, 1777, for supplying 
soldiers’ families in accordance with the scheduled 
prices of the act against monopoly and oppression 
appears to have fallen into disuse. For January 19, 
1779, four Massachusetts battalions petitioned for 
relief. They complained that by the depreciation of 
the bills in which they were paid they were losing seven- 
eighths of their stipulated pay, to the great distress of 
themselves and their families, and they asked for such 
legislation as would assure them their wages in full 
original value. Hereupon a resolution was passed, 
February 6, 1779, again directing the selectmen of the 
towns to provide these soldiers’ families with necessaries 
according to the resolution of October 10, 1777, and to 
charge the proper amounts against thesoldiers’ accounts. 
Certain bounties, in specific amounts, were also granted 
to the field and staff officers. Then followed a general 
declaration that at the close of the war the State would 
make good to the men “ the Wages of the Establish- 
ment of Congress whenever they engaged according to 
a late act of this Government entitled, An Act against 
Monopoly and Oppression, taking for a measure of 
their Wages, the Prices set to the articles enumerated 
in the same Act.” Very soon thereafter these same 
terms were extended to all the men in the fifteen Massa- 
chusetts battalions. But, as a matter of fact, both the 
men in the field and their families at home continued 
to suffer great hardships. 

But the situation in the year 1779 was such as to 
induce the State to give most serious attention to the 
condition of the troops and to their demands. The 
general military situation was by no means favorable. 
The French alliance had not yet yielded important 
results. The South and many parts of the North were 
overrun by the British. The financial and monetary 
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systems of the states, as of Congress, were at the point 
of collapse. The American troops were in dire want, 
unpaid and scantily supplied, suffering themselves and 
anxious for their families; they were all but discouraged. 
Their patriotism and their human endurance had been 
drawn upon almost to the limit. A good part of the 
men had enlisted for three years, under resolutions of 
Congress and of the State passed in September and 
October, 1776, so that their terms of service were about 
to expire. The main army under Washington was at 
West Point, holding there the control of the Hudson 
which had been secured shortly before by Wayne’s 
brilliant capture of Stony Point. The civil govern- 
ment at Boston had frequent reports of the distress 
and unrest among the troops. 

Under such conditions, both Congress ! and the State 
were in extreme anxiety as to the maintenance of the 
army. Congress called upon the several states to take 
such measures as would assure the men just pay. At 
once the Massachusetts legislature passed some new 
resolutions, complimenting the troops upon their 
patriotic services and sufferings and offering to all who 
would cnlist again to serve throughout the war not only 
the terms of the resolution of February 6, 1779, but 
certain bounties in addition. A committee was named, 
to go at once to the Hudson and arrange each soldier’s 
account up to January 1, 1780. Such as would enlist 
to serve throughout the war were to be paid at once; 
those who might leave the service were to be paid “ as 
Soon as the Circumstances of the Government will 
admit.” 

Arriving at West point, October 15, the committee 
made known to Washington the general terms to be 
offered the Massachusetts troops and found that he 


1 See the Journal of Congress, August 17, 1779. 
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“highly approved of the wisdom and justice of the 
Assembly discovered in said resolution and of the mode 
proposed to reinlist this States Quota of ye Army.” 
The army was found very destitute, “‘ as near half are 
now barefooted— and a great proportion entirely 
destitute of Hatts, Stockings, or Blankets so indis- 
pensibly necessary especially at this season and in that 
rugged country.”” Men were deserting in numbers 
and working for the Berkshire farmers at low wages.' 
There was much strong feeling over the failure of the 
states and of Congress to observe the terms under which 
enlistments had been secured. 

A meeting was assembled of “ all the Field Commis- 
sioned and Staff Officers of our Line,” for a discussion 
of the situation. A committee of six officers was 
selected who, with the permission of the Government, 
were to proceed to Boston for a closer discussion and an 
adjustment of the soldiers’ claims. After the return 
to Boston, a state committee, of seven as finally con- 
stituted November 19, was named to meet with the 
committee from the army. November 20 this com- 
mittee asked the legislature for instructions in various 
problems connected with the reckoning of the accounts. 
November 24 the House passed a resolution of instruc- 
tions, implying a general acceptance of the soldiers’ 
claims and urging the speediest possible adjustment. 
During these days and for some considerable time after 
the passage of the act of January 13, 1780,? by which 
the State fixed definitely the settlement, there were 
sharp differences between the two committees as to 
terms; but, as most of these have no real connection 
with the tabular standard, they may be passed over.® 


1 Acts and Resolves of the Province of Massachusetts Bay, vol. v, p. 1285. 


2 Chapter 29 of 1779-80. 
* The most important disputes were whether bounties received by the soldiers from 
towns, the State, or Congress, were to be charged against their accounts, equally with 
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The main problem, after all, was to determine at just 
what values to reckon the bills in which the troops had 
been paid, more or less and from time to time. It 
stands recorded in a letter to Congress, to which ref- 
erence will be made later, that, in securing re-enlist- 
ments Massachusetts had been “‘ obliged by a principle 
of justice to engage to the officers and soldiers that the 
price of all articles as regulated by an act to prevent 
monopoly and oppression should be adhered to as the 
standard of the values of their pay.” But the standard 
now adopted was a much narrower one. There had 
been fifty and more prices rated in the act of 1777; but 
four only were selected now for measuring the rate of 
depreciation of the current money which had been paid 
during the period from January 1, 1777, to January 1, 
1780, “It being Calculated upon an Average of the 
rates of Depreciation as Computed by the prices of 
Beef, Indian Corn, Sheeps Wool and sole Leather they 
being the Articles agreed upon by this Court and the 
Committee of the Army to make the said Calcula- 
tions upon.”! Beef was taken at the average of the 
two prices stated in 1777, that is at 3} pence. The 
original prices of the four staples were taken as stand- 
ards, at unity; and with each were compared the later 
higher prices of the same four staples, month by month 
for the even three years.2 What was called a “ rate of 


wages, and whether money paid in the depreciating bills should be reckoned at a value 
ascertained for the date of payment or for the earlier date when it had become due. 
Had it not been for the House resolution of November 24, expressly directing that all 
bounties, town, state, or continental, should be considered as extra payments and so 
left out of the account, there might, perhaps, have been something to say for the 
Government’s insistence upon counting in the bounties. But it is amazing that honest 
and intelligent statesmen should have insisted upon charging the poor soldiers with their 
pay in the fast falling bills at the value these had when the pay became due, altho in 
many cases payment had not been made till long after, and in the interval the bills had 
lost much of their earlier value. 


1 Court Records, 40: p. 248. January 12, 1780. 


2 This “‘ Table of Depreciation ” is printed as Appendix I to this article. It is also 
to be found, with only a few literal and verbal alterations from the original, in Felt, 
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depreciation ’’ was thus secured for each commodity, 
altho it might better have been called a “‘ rise of price ’’; 
and the “ mean rate of depreciation ”’ was ascertained 
by simply averaging the successive individual rates, 
month by month. 

The resulting calculations were simple. They showed 
that prices, average prices for the four commodities on 
January 1, 1780, must be taken at thirty-two and a 
half times the figures for January 1, 1777. This, of 
course, showed the present value of current bills, by 
the accepted commodity standard; and so the balances 
due the soldiers were to be paid them in correspondingly 
increased amounts above their stipulated wages. The 
terms of settlement thus agreed upon were embodied 
in an act of January 13, 1780, entitled, ‘“‘ An Act to 
provide for the Security and Payment of the Balances 
that may appear to be due by Virtue of a Resolution 
of the General Assembly of the sixth of February, 
One Thousand Seven Hundred and Seventy-nine, to 
this States Quota of the Continental Army, agreeable 
to the Recommendation of Congress, and for Supply- 
ing the Treasury with a Sum of Money for that Pur- 
pose.” Officers and men enlisting for the rest of the 
war were to be paid in four equal interest-bearing notes 
due March 1, 1781, 1782, 1783, and 1784. Those 
refusing to serve through the war were to be paid in 
similar notes due in 1785, 1786, 1787, and 1788. Plans 
were indicated (section 7) for future payments in similar 
paper; and taxes were laid for sinking the notes, 
£1,000,000 a year for eight years, unless the State 
should sooner provide for payment. 


p. 186. It may be found, in the original, with a great many other tables prepared at the 
same time, in Massachusetts Archives, 140: pp. 218-244. But none of the other tables 
are of much significance. Most of them are, as it were, “‘ ready-reckoners,” based 
upon the fundamental table and designed to show at a glance the acceptei value of 20s. 
of bills at any desired month, or the correspondingly higher values of given larger sums. 
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But the unique nature of the law and of the notes to 
be issued appears in the fact that, altho balances were 
computed and notes were to be issued for certain sums, 
these sums were only nominal, or provisional; while 
payments were to be made in more or less, according 
to the future range of prices, as registered in the quota- 
tions for the accepted four staples. 


Both Principal and Interest to be paid in the then current Money 
of said State, in a greater or less Sum, according as Five Bushels of 
Corn, Sixty-eight Pounds and four-seventh Parts of a Pound of 
Beef, Ten Pounds of Sheeps Wool, and Sixteen Pounds of Sole 
Leather shall then cost, more or less than One Hundred and Thirty 
Pounds current Money, at the then current prices of the said Arti- 
cles. — This Sum being Thirty-two Times and an Half what the 
same Quantities of the same Articles would cost at the Prices affixed 
to them in a Law of this State made in the Year of our Lord One 
Thousand Seven Hundred and Seventy-seven, intitled, ‘‘ An Act to 
Prevent Monopoly and Oppression.” The current Prices of said 
Articles, and the consequent Value of every Pound of the Sum 
herein promised, to be determined agreeable to a Law of this State, 
intitled, ‘‘ An Act to provide for the Security and Payment of the 
Balances that may appear to be due by Virtue of a Resolution of 
the General Assembly of the sixth of February, One Thousand 
Seven Hundred and Seventy-nine, to this State’s Quota of the Con- 
tinental Army, agreeable to the Recommendation of Congress, and 
for Supplying the Treasury with a Sum of Money for that Purpose.” 


So runs the face of the notes. 

A committee of prominent citizens was named as 
county Agents! to keep account of prices “‘ according 
to the best of their judgments,” collecting every month 
“upon an average for the whole month.” The last 
Tuesday in August and the third Tuesday in February 
these Agents were to report under oath to the Secretary 
of the State, each for his own county, ‘‘ upon a medium 

1 Richard Cranch, Esq., in Suffolk; Stephen Choate, Esq., in Essex; Simon Stow, 
Esq., in Middlesex; Justin Ely, Esq., in Hampshire; John Turner, Esq., in Plymouth, 
Mr. Micah Blackwell in Barnstable; James Williams, Esq., in Bristol; Seth Washburn; 


Esq., in Worcester; Capt. Joseph Sewell in York; Mr. Thomas Child in Cumberland; 
Thomas Rice, Esq., in Lincoln; Asa Bemont in Berkshire. 
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taking the county together.” ‘‘ And the justices of the 
superior court, as also the committee of the general 
court who may hereafter be appointed to settle with the 
army for future service, shall have recourse to said 
reports in order to assist them in their calculations.” 
Having determined in this way a settlement with the 
troops, the General Assembly at once adopted a form 
of letter to the President of Congress, stating and 
explaining the action of Massachusetts, enclosing papers 
covering the case, and calling upon the Continental 
Government for such accounts as would be needed in 
ascertaining balances. In other ways, too, the state 
showed its understanding of the very serious nature of 
the business in hand. To Congress the action was 
described as that “ without which there was no pros- 
pect of reinlisting the army.’’ Altho the state showed 
great firmness, perhaps greater firmness than justice, in 
refusing to concede anything to the army’s urgent 
requests for certain better terms, it did show, too, much 
eagerness to have a speedy adjustment upon the basis 
fixed. The committee for settling with the army was 
urged more than once to expedite the settlement; and 
the very next day after the underlying law was enacted, 
the Assembly authorized quick payments of half the 
balances, as nearly as these could be computed at once. 
In so far as Massachusetts in 1780 merely recognized 
a definite scale of depreciation for current paper money, 
and then settled with her troops according to this scale, 
there was nothing very notable about her action. All 
through the century, and in a considerable part of the 
colonies, legislatures or higher courts had determined 
legal ratings for bills of credit. And in the later Revo- 
lutionary period this custom had become universal.* 
1 These documents are to be found in Court Records, 40: pp. 258-260. January 


12, 1780. 
2 Peletiah Webster, Political Essays, pp. 309, 501-502. 
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For the most part these scales were either identical 
with that adopted by Congress in connection with the 
Forty-for-one Act of March 18, 1780, or very closely 
similar to it. And, while the utility and need of such 
scales were recognized in general private relations and 
in transactions in the public debt, yet it may be said, 
perhaps, that it was in adjusting soldiers’ accounts that 
the most important use of the scales was found. 

Nor in carrying the recognition of depreciations into 
the future and making advanced preparations for them 
is there anything unique in the Massachusetts legisla- 
tion of this year. Not only in other states before and 
at this time, but in Congress as well,! this same principle 
was established. More than thirty years before, too, 
the legislature of the same jurisdiction had declared in 
general terms that depreciations of current bills ought 
to be measured by the prices of commodities. 

But in her present adoption of a definite compound 
commodity basis or standard of values Massachusetts 
did, probably, in 1780 take action without precedent. 
The tabular standard as adopted is, to be sure, not very 
broad or complicated. Only four commodities were 
chosen, altho they must be recognized as chosen excel- 
lently for the time and for the relations involved. Each 
of the four was given the same weight. Of each as 
much was taken as, at the basic prices of 1777, would 
cost twenty shillings. There is nothing to show — if 
reasons are needed — why these four articles were 
chosen, to the exclusion of certain others listed in the act 
to prevent monopoly and oppression; nor is there 
anything to show where or how the price data were 
secured. 

The table of prices is obviously a crudely prepared 
one, as was inevitable in view of all the circumstances 


1 Journals of Congress, April 10, 1780. 
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of its hurried preparation. In several instances the 
prices are doubled, or more than doubled, from one 
month to the next, then perhaps stand unchanged for 
several or many months. In a general way, too, it 
looks as if the prices had been taken with a view to their 
yielding handy “ rates of depreciation,’’ as if the arith- 
meticians of the committees were not altogether at ease 
with long problems in fractions. One might even sus- 
pect that the prices were brought in by different persons, 
and that the beef man was more industrious or more 
clever at figures than the others. Note that in the 
column for beef there are only four rates of depreciation 
in integers, while the thirty-three others run out to 
three decimal places each, and not very accurately at 
that. But in the columns for the three other com- 
modities there are seventy-eight integral rates of depre- 
ciation, as against thirty-three decimal fractions, with 
none of these except in even halves or quarters. 

Thus the tabular standard was adopted. But of its 
practical working extremely little is known. I have 
seen but two brief references to the notes, those of 
Pomeroy and Parsons mentioned above.' But it is 
entirely certain that these notes, commonly called 
“ depreciation notes ”’ or “ soldiers’ depreciation notes,”’ 
were familiar and important in Massachusetts life for a 
number of years.2. There are some scores of acts and 
resolves with reference to them in the printed legislative 
records of the state; and there are some hundreds of 
documents bearing upon them, their origin or working, 
among the manuscripts of the Massachusetts Archives. 

1 See note to p. 419, supra. 


2 These must not be confused with the ‘‘ army notes,’’ which were in origin and in 
general character somewhat like the depreciation notes. The army notes were issued, 
under authority of an act of July 5, 1781, in payment of soldiers’ wages and depreciation 
of wagee, and in a series of three equal notes, due January 1, 1784, 1785, and 1786; but 
they lacked the essential feature of having their redemption values dependent upon the 
future course of prices. 
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One large class of measures touching the notes calls 
for no more than passing mention. Again and again 
for at least two years after January, 1780, acts were 
passed extending the issue of the notes to additional 
individuals or classes, as to branches of the service. 
One of the most important of these, on May 1, 1781, 
allowed depreciation notes to all commissioned officers 
discharged honorably since December 1, 1777. 

There are also many records of action of a purely 
formal nature, continuing, increasing and reducing 
the committee in charge of the business, authorizing 
the employment of printers and clerks, auditing the 
charges of the committee for its own services,' directing 
the purchase of fuel for winter use, and so on, all this 
perhaps of some curious interest to the antiquarian, 
but of significance here only as showing that the depre- 
ciation notes and their administration had the regular 
attention of the authorities. 

But a number of facts of real significance can be 
gleaned from the printed and manuscript records. The 
notes were issued in large amounts. Just how large 
cannot be known, except perhaps by an examination 
of the Treasurer’s books for the time; and at his death 
his books were found in some confusion. The original 
act authorizing the issue provided £8,000,000 of taxes 
for sinking it. Two specimen notes of which I know 
are numbered 5,782 and 6,386. One single note issued 
to a captain for £2,400 is extant; and this, be it remem- 
bered, must be presumed to have been one of four to the 
same man. And such figures indicate very considerable 
sums, even tho there was a great inflation and deprecia- 
tion admitted in their issue, and the pounds were New 
England currency, not the higher British sterling. 
The most direct evidence available as to the real amount 


1 At £12 a day each, so that by May 6, 1780, £7, 278 had been paid. 
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out comes from a paper issued to the people by the 
General Court, February 26, 1781, a “‘ budget address,”’ 
as it might be considered. Here there appears, among 
the obligations of the year “ interest on the deprecia- 
tion notes and such of them as become due in a few 
days, £95,000 ”’ specie value. This means $316,667 of 
solid money. As the notes bore six per cent interest, 
it would be easy to compute the eight annual principals 
at £64,190 each, if only it were certain that the eight 
were equal; and this would mean an aggregate principal 
of about $1,711,800. As this total depends upon an 
equality between the sums paid to soldiers who re-en- 
listed and those who refused, it is not to be taken as even 
probably correct. But it is certain that iarge amounts 
of the notes were issued. 

Many evidences there are that the notes were not 
paid regularly at maturity. In fact in no single year 
were the necessary computations of value made by 
March 1, the day set for payment.! Not a few individ- 
ual petitions for the payment of over-due notes were 
received by the General Assembly, some of them very 
pathetic in their terms. But more significant even 
than these is the implication of an act of February 14, 
1782, which directed that the depreciation notes due 
“last March” should be paid out of the last tax for 
such men as were in actual service.* 

Aside from actual payment, more or less grudging,‘ 
other means of liquidating were adopted. The notes 
were received in payment for the confiscated estates of 
“ absentees ”; a limited acceptance of them by tax 


1 See below, p. 444. 


2 Massachusetts Archives, 187: pp. 402, 411; 235: p. 150; 236: pp. 436-438. See 
also acts of March 26 and May 1, 1782. 


3 Massachusetts Archives, 235: p. 226. 


* Ibid., 235: pp. 148-150. 
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collectors was sometimes allowed; and once at least, 
February 17, 1781, their conversion into Treasury 
Notes was authorized. On the other hand, an act of 
October 20, 1781, with reference to a loan of £800,000, 
allowed it to be made in any government security at 
current values by the scale of depreciation, except only 
the notes ‘‘ called the Soldiers’ Depreciation Notes.” 

The notes did not find use as currency; they could 
not. Payable to order, drawn in odd amounts, and 
bearing interest, liable also to be raised or lowered by 
the annual valuations, they were very ill adapted to 
anything like monetary use. Altho transfer was not 
unknown, it was not always allowed. An act of 
March 19, 1781, required claimants for payment to 
submit proof that they were the original recipients. 
Perhaps some justification for such strictness of proce- 
dure may be found in the fact that officers had not 
always been above drawing the notes of their men upon 
forged orders ' and that others had been guilty of sharp 
practices upon the ignorance of beneficiaries.* 

The history of the notes, in the way of their regular 
administration, is not to be traced with any approach 
to fulness. The original plan of administration was 
supplemented by a resolve of the General Assembly on 
May 5, 1780, calling upon the selectmen to collect the 
prices for their respective towns and forward them to 
their county agents at the appropriate semi-annual 
dates, in February and August. But these town and 
county reports were sent in but scantily.* At the end 


1 Massachusetts Archives, 233: p. 119. 
2 Ibid., 235: pp. 323, 329. 


+ But see, e. g., 25th Report of Boston Record Commissioners, pp. 129, 160, 223. 
Under date of February 14, 1781: ‘“‘ A Return of the prises of Indian Corn, Beef, Sheeps 
Wool & Sole Leather, agreeable to the requirement of the General Assembly was given 
in to Mr. Cranch & others a Committee of the Court as p Copy on file.” And for 
September 4, 1783: ‘‘ The Selectmen gave in to the Committee of Court the average 
price of Corn Beef &c. as p Copy of the Return on file dated Aug. 14, 1783 
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of the first year the justices addressed a letter to the 
General Assembly stating that ‘‘ they do not find any 
Returns made for the Countys of Suffolk, Middlesex, 
Essex, Hampshire, Plymouth, Barnsable or Cumber- 
land — and but one Return made that extends to the 
month of February.”! Whereupon the General As- 
sembly on February 28, the day before interest and the 
first year’s principal were due, directed the justices to 
liquidate the notes by reference to the prices which had 
been returned, “ taking into consideration at the same 
time whatever certain information they may be able 
to obtain from those parts of the state from whence no 
returns are made.” 

Straightway, on March 2, the legislature attempted 
to secure better returns. It appealed both to the select- 
men and to the county agents, but to no effect. For the 
next March the justices reported still scantier data, 
informing Samuel Adams, president of the Council, 
that “‘ upon calling on the Secretary for these docu- 
ments, we find Returns from the Counties of Middle- 
sex, Worcester, and Plymouth only.”* And again 
the legislature orders the same procedure as before. 
And so it continued. Soon after a recurrence of the 
same conditions in 1783 had led to the same orders to 
the justices,* the General Assembly showed something 
like vexation. The resolutions as framed in the House 
threatened negligent officials with the ‘“ displeasure of 
this Court,” and, altho this threat was cut out in the 
Council, the two houses agreed upon some very explicit 
directions for selectmen and county agents and ordered 
these advertised in ‘‘ Willis’s Paper ”’ for three succes- 
sive weeks semi-annually. But nothing better came 

1 Massachusetts Archives, 231: pp. 388-389. 

? Ibid., 236: p. 23. 

§ Tbid., 239: p. 126. 
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of all this; ' and each year as long as the notes continued 
out the legislature felt constrained to order the valua- 
tions made upon whatever scant data might be at 
hand.? The resolve of 1785 recited that returns had 
come in from only five of the counties; and both in 
1785 and in 1786 the justices were directed to determine 
the values of the notes “‘ from such returns as they have 
received, and their own judgment in the premises.”’ 

Of the actual valuations by the justices I have found 
but one. Under date of March 6, 1781, four justices 
of the ‘“ Supream Judicial Court ”’ filed, in duplicate, 
a certificate of the prices found for the four staples, as 
follows. Indian Corn, £15-15-6} a bushel; Sheeps 
Wool, £8-4-3 a pound; Sole Leather, £6-10-22 a 
pound; Beef, £1-8-92 a pound.* These, of course, 
were the prices in the old emissions of paper; altho 
it was well toward a year now since Massachusetts had 
undertaken to comply with the recommendation of 
Congress .and replace these old bills with interest- 
bearing treasury notes.‘ At these established prices, 
the amounts of the four staples specified on the face 
of the depreciation notes would cost £363-16-9%. 
Under the terms of the law of January 13, 1780, each 
pound of face value in the notes must, therefore, be 
counted as just a little under 2.8 pounds in the current 
old bills; and this meant 1.4 shillings of the new emis- 
sion.’ The justices did not, however, announce either 


1 The Secretary was charged with the duty of advertising these directions; but I can 
find only once when they were really advertised, Independent Chronicle, July 24, 1783, 
p. 2, col. 3. 

2 February 28, 1781; March 8, 1782; March 7, 1783; March 12, 1784; March 15, 
1785; March 21, 1786. 

* Massachusetts Archives, 142: p. 310. 

4 It was not, however, until July 6, 1781, that an act was passed depriving the old 
bills of legal currency and relieving the justices of the sup court from the duty of 
valuing them. 

5 By a finding under another law these same justices had, on February 27, 1781, 
valued the new emission at forty times the old. At the same time they valued the old 
notes at seventy-five for one of silver. Independent Chronicle, March 8, 1781, p. 1. 
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of these relations, as the law would require, but they did 
announce that each pound of face value of the notes 
was to be counted as equal to 9% pence “ silver money.” 

In view of the specific directions given the justices 
by the legislature in each of the five years following, 
it is pretty certain that the later determinations were 
made; but I have been able to find none. A consider- 
able amount of search in the Massachusetts Archives 
and in the Boston Court House has revealed not a 
trace. And yet it is probable that in one of these places, 
or somewhere else, perhaps in the Treasurer’s office, 
the record might be found. 

In a broad and general way, however, the history of 
the notes may be traced to theirend. They continued 
for some years to be an object of value to their possessors 
and an object of some concern to government; but they 
were eliminated before the lapse of the full period of 
eight years indicated for their life at the time of their 
first issue. 

As early as May 5, 1780, when Congress had admitted 
the collapse of the continental currency, and when the 
states were coming into the same course, Massachusetts 
had begun the readjustment of her obligations. There- 
after she continued this policy as rapidly as conditions 
would permit. The old state bills of credit, as well 
as the continental bills, were deprived of their legal 
currency, and the former were ordered retired. As 
soon as the successful ending of the war was fully 
assured, even before the final treaty of peace, the legisla- 
ture was pushing earnestly this readjustment of the 
outstanding securities, the “ consolidation,” as it was 
called, in a series of acts running well through the eigh- 
ties. Especially great was the activity in the year 
1782. In October the General Court received a long 
report from a committee of both houses, with a number 
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of suggestions as to general economy and a reduction 
of the public charges. And on October 3, Mr. Bartlett, 
Captain Curtis, and Ebenezer Bridge, Esq., were 
named as a committee “ to fix the values of notes given 
to the officers and soldiers of the army for the deprecia- 
tion of their wages in order for their being consoli- 
dated.” The sanction of both houses was secured for 
their report October 24. The amount of the new specie 
securities to be allowed for each twenty shillings of the 
old notes was as follows. The notes payable in March, 
1783, 7id.; payable in 1784, 7d.; 1785, 64d.; 1786, 
6d.; 1787, 53d.; 1788, 53d.1_ A general premium of 
four per cent was allowed in consolidating all securities 
until July 8, 1786; and the consolidation went on 
rapidly. November 14, 1786, the legislature issued an 
“‘ Address to the People,” chiefly a budget statement, 
in which the “ consolidated notes” stand at £1,381,- 
657-18-10, and the depreciation notes do not appear as 
a separate item. And, in fact, just one week before the 
date of this address an act had been passed which 
definitely marked the end of the depreciation notes, 
at least as embodying any tabular standard of values. 

I am unable to find any documents explaining the 
act, or throwing any more light upon it than comes from 
its own terms. Perhaps no more is needed. The act is 
brief enough to be quoted in full: 

Resolve Discharging Agents Appointed to Ascertain the Value 
of Sheep’s Wool, Sole Leather &c to Determine the Value of Certain 
Notes. 

‘Whereas it is altogether unnecessary that the Committee, or 
Agents, appointed for collecting and ascertaining the value of the 
several articles specified in the Notes issued for the pay of the late 


Continental Army, commonly called depreciation Notes, be any 
longer continued in Office. 


1 Massachusetts Archives, 237: pp. 477, 4774. Neither these numbers in the 
volumes of the archives nor the manuscript files yield any explanation as to how these 
valuations were reached, or, in fact, any additional information as to this very impor- 
tant conversion. 
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Therefore, Resolved that they be, and hereby are discharged 
from acting in said office from and after the first day of December 
next. 


It is by no means impossible that a story of similar 
monetary or financial policy may lie hidden in the 
records of other states whose early histories have not 
been studied as much as the history of Massachusetts. 
There certainly was no little endeavor for harmonious 
action among the New England states in many matters 
of financial policy. And, in March, 1780, Governor 
Clinton of New York wrote to the president of the 
Massachusetts Council, asking for information as to 
what Massachusetts had done about making good the 
soldiers’ depreciation of pay.' He stated that New 
York had been considering the problem but had de- 
cided to wait for information, with a view to harmoni- 
ous action among the states “‘ being sollicitous that the 
Business may be conducted, particularly with Respect 
to the Allowances to be made to the Troops, as nearly 
as possible upon one uniform System throughout the 
whole.” Papers showing what had been done were at 
once forwarded to Albany. 

In Massachusetts the tabular standard was put to 
some use other than that contemplated in the law. 
Under date of October 3, 1780, the House of Represen- 
tatives resolved to pay the “‘ Revnd Doctr Samuel 
Langdon ” the sum of £497 10s. “ in the new money for 
& in consideration of his faithfull Discharge of the 
office of President of Harvard College & to enable him 
to remove his Family & Effects.” The resolution, 
which was duly approved, was passed as a result of a 
“Memorial of the Committee of the Overseers of 
Harvard College Setting forth that the Revrd Doctr 
Langdon has resigned the President’s Chair in Said 


1 Massachusetts Archives, 202: p. 131. 
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College that his faithful attention to the duties of that 
office the Inadequate reward he has hitherto Received 
and his domestick Circumstances merit the attention of 
the Court.” 

Accompanying papers show that the sum asked and 
paid was the balance found due on his stipulated salary 
by applying the soldiers’ depreciation scale to the vari- 
ous sums of paper money he had received from time to 
time. Indeed, it is stated plainly that the ‘‘ computa- 
tion is made by a Table of Depreciation prepared by a 
Committee of the General Court for settling the Pay of 
the Soldiers, as far as June, 1779, For February and 
May, 1780 it is continued on the same principles.”’ 
There is a formal bill showing the sums due at different 
times and the sums paid, both in their nominal values 
and in their true values according to the scale of depre- 
ciation. A copy of this bill is printed in the appendix. 
It is receipted as paid, “ errors excepted,’ in the same 
hand as made it out. 

For the greater part, the appropriate comment upon 
these Massachusetts experiments, if such they may be 
called, will come naturally into the minds of readers of 
this Journal. It is clear that there was no conscious 
purpose in the minds of the Massachusetts men, in 
either period, to establish an ideal standard of values, or 
indeed anything better than gold or silver. It was 
rather their hope simply to fix upon a standard which 
should be more just, or more expedient, than the widely 
fluctuating paper of their times. In 1747, in fact, the 
reason for measuring by commodities rather than by 
silver or London exchange was stated plainly to be that 
the prices of silver and exchange were moved or rigged 
for the gain of interested parties. 

The full history of these Massachusetts experiences, 
if it could be known, would doubtless prove, what is 
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fairly clear even now, that the essential quality, or 
nature, or service, of a tabular standard was understood 
by the Massachusetts men. And it is beyond doubt 
that they came to it by no great feats of statesmanship 
or of speculative thought, but with perfect naturalness, 
almost inevitably under the conditions under which 
they found themselves. The bills of 1780 must be 
considered as an independent development without any 
connection with the earlier experience. The very 
special and peculiar origin of the bills warrants that 
conclusion, notwithstanding the fact that the dates 
for the semi-annual returns, February and August, 
were the same in both periods. 

While, perhaps, the very moderate success of the 
tabular standard in early Massachusetts cannot be 
taken as full proof that more careful preparation and 
administration would fail to make the measure practi- 
cable in the present age, yet it must be admitted, at 
the very least, that it gives no great encouragement. 
In the administration of public securities, such as the 
depreciation notes were, it is likely that a simple table 
of reference might be prepared and administered now 
in such way as to preserve in the securities a more stable 
value than gold bonds will have. But, when it comes 
to the question of a tabular standard for use in the wide 
range of commerce and industry, the situation is vastly 
different. Here nothing is tolerable that is not much 
more complex than the Massachusetts table and is not 
administered with much more precision. Nowadays 
it would be quite intolerable to entrust valuations to 
any body of men upon the basis of “‘ whatever certain 
information they may be able to obtain,’’ much less 
upon “ their own judgment in the premises.” 

Of notes issued in such quantities there should be 
many still in existence. But I have had no information 
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of more than five. Years ago Dr. E. Benjamin An- 
drews gave me a fac simile of one, the source of which, 
as I remember it, he did not know. Major Henry Winn 
of Boston had one, which was used in reduced fac simile 
to illustrate the article by Eltweed Pomeroy, to which 
reference has already been made. Some ten years ago 
a framed specimen could be seen, among other mis- 
cellaneous curios, in Pitcher’s liquor store in Boston. 
And, at about that same time, I seized upon two which 
were offered by a Boston dealer as specimens of Paul 
Revere’s engraving. One of mine is reproduced, in 
exact size, in Appendix III. 


Wituarp C. FIsHEr. 
MippLEeTown, Conn. 
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THE DOMINANCE OF THE NATIONAL UNION 
IN AMERICAN LABOR ORGANIZATION 


SUMMARY 


The forms of trade-union grouping, 455. — Varying inter-relations of 
these forms in different periods, 456.— Dominance of the national 
union since 1897, 458.—I. Control over the local unions, 458. — 
Increase both in degree and extent, 459. — II. Control over the Ameri- 
can Federation of Labor, 461. — Attempts to weaken this control, 464.— 
III. Control over the city federations, 465. — Rules regulating their 
composition, 469. — Rules regulating their activities, 471.— IV. Con- 
trol over trades councils, 474. — Illustrated by building trades councils, 
475. — Development of Building Trades Department, 476. — Rules 
regulating the activities of local councils, 476.— Inability of the 
Department to enforce its rules, 479. 


TRADE unionists in all industrial countries have 
developed a number of distinct forms of grouping. 
At the present time, for example, American trade 
unionists are organized into local trade unions, national 
trade unions, city federations, a national federation, 
local trades councils and national trades councils.! 
The same unionist may be included in all of these six 
forms of grouping. A Baltimore printer, for example, 
may be a member of the local union of his trade — 
the Baltimore Typographical Union; of the national 
union of his trade — the International Typographical 
Union; of the city federation — the Baltimore Federa- 
tion of Labor; of a national federation — the American 
Federation of Labor; of a local trades council — the 


1 There are other forms of grouping as, for ple, state federations and state and 
district unions of the local unions in particular trades, but these have played a relatively 
small part in the organization of labor in the United States and are, therefore, omitted 
from the present discussion. 
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Baltimore Allied Printing Trades Council; and, finally, 
of a national trades council — the International Allied 
Printing Trades Association. Each of these forms of 
grouping might, therefore, embrace all the trade union- 
ists in the United States. As a matter of fact, some 
of them include in their membership only a small part 
of the total number of trade unionists. The number 
of members of all the local trades councils in the United 
States, for example, is probably less than one-fourth 
of the total number of trade unionists. 

The forms of trade-union grouping have steadily 
increased in number. The local trade union dates 
its origin from the beginning of the nineteenth century; 
the city federation from 1827; the national trade union, 
as an effective form of organization, from 1850. Trades 
councils, local and national, are a development of the 
last twenty-five years. 

The inter-relations of these forms of grouping — 
the elements in American labor organization — have 
been determined slowly, and from time to time the 
changing needs of the trade-union movement have 
necessitated readjustments of these relations. As 
might be expected from the political analogy, the rela- 
tionship which has proved most practicable has been 
the dominance of some one of the forms of grouping 
over the others. Whenever the tide of trade unionism 
has risen markedly, the desire to give unity to the labor 
movement has led to the assumption of leadership 
and control by one or another of the forms of grouping. 
In the history of American labor organization, four 


1 The terminology of American trade-union structure is much confused. The city 
federation, as it is called here, that is, the federation of the local unions in a city, is 
known by various other names — e. g., labor assembly, trades’ union, trades council 
and central labor union. In the constitution of the American Federation of Labor, city 
federations are denominated “ central trade and labor unions " or more briefly “ central 
bodies.” The local trades councils, as they are called here, that is, the local unions of 
allied trades in a particular city, are also frequently referred to as ‘‘ central bodies." 
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distinct structural forms are distinguishable, each of 
which emerges in a time of rapid growth in the trade- 
union movement. The periods in the development 
of the structure of American labor organization may 
accordingly be roughly defined as extending from 1800 
to 1815, from 1827 to 1838, from 1879 to 1888, and 
from 1897 to the present. In the years between these 
periods the labor movement was relatively weak and 
the relations of the various forms of grouping were less 
sharply defined. 

In the earliest period — from the end of the eigh- 
teenth century to about 1815 — the local union was 
the only form of trade-union grouping. Among the 
local unions of different trades in the same city there 
was no substantial connection; communication between 
the local unions of the same trade in different cities 
was rare, and coédperation among them slight. 

The second period, extending from 1827 to 1838, 
was marked by the rise of the city federation or, as it 
was then called, the trades’ union. The admirable 
study of this period by Professor Commons and Miss 
Sumner shows that the labor movement of the period 
was largely directed and controlled by the city federa- 
tions... Attempts to form national trade unions were 
made, but failed. The city federations united to form 
a national federation, the National Trades’ Union, 
but this exercised practically no power and its life 
was short. 

A characteristic feature of American trade unionism 
from 1865 to 1888 was the formation of a number of 
national federations in which the controlling elements 
were the city federation, and, to a less extent, the local 
union. The International Industrial Assembly of 
North America, organized in 1864, the National Labor 


1 Documentary History of American Industrial Society, Vols. V and VI. 
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Union, active from 1866 to 1870, the Industrial Con- 
gress, organized in 1873, and the Knights of Labor, 
organized as a national federation in 1878, were alike 
in this respect. These national federations were 
designed to exercise functions distinct from those 
exercised by the national and local unions, but the 
evident desirability of bringing the entire labor move- 
ment into unity led in the latest and strongest of these 
organizations, the Knights of Labor, to the gradual 
development of the idea that the national federation 
should be dominant in the structure of labor organiza- 
tion. The opposition of the national trade unions 
to a structural form in which the national union became 
subordinate to the national federation led to the bitter 
struggle between the Knights and the national unions 
which characterized the years from 1885 to 1888. 

The fourth period in the structural history of Ameri- 
can trade unionism — from 1897 to the present — 
has been distinguished by the increasing control exer- 
cised by the national trade union over the other forms 
of grouping. This development, which forms the sub- 
ject of the present paper, will be treated with reference 
to (1) local unions, (2) national federations, (3) city fed- 
erations, (4) local and national allied trades councils. 


I 


The present dominance of the national union in 
American labor organization is based upon the steadily 
increasing control exercised by the national unions 
over the local unions. This development presents 
two aspects. In the first place, the degree of control 
which the national union exercises over its affiliated 
local unions is important, since both the power and the 
desire of the national union to control the other forms 
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of labor organization are directly proportional thereto. 
Secondly, the extent to which local unions are affiliated 
with some national union is also important, since if 
a large part of the local unions were independent, 
the power of the national union to control the other 
forms of labor organization would be much less than 
it is. 

In both respects the control of the national unions 
over the local unions has increased rapidly in recent 
years. The increase in the degree of control over 
the affiliated local unions — ordinarily described as 
centralization — has been due to a variety of causes, 
chief among which are the establishment of nationally 
administered beneficiary features, the financing of 
strikes by the national unions, and the negotiation 
of national agreements with employers. These exten- 
sions of activity on the part of the national union 
have necessitated an increasingly stricter control by 
the national union over its affiliated local unions, which 
has exhibited itself in many ways, such, for example, 
as the national regulation of admission requirements, 
the national control of strikes and the adoption of 
national working rules.! 

The extension of control by the national union over 
a larger and larger number of the local unions in its 
trade or industry is closely connected with the growth 
in centralization. The same considerations which 
lead affiliated local unions to transfer a large part of 
their activities to a national organization are influential 
in leading unaffiliated unions to ally themselves with - 


1 Various aspects of this development have been described in detail by several 
writers. See Adams and Sumner, Labor Problems, pp. 228-230; Carlton, History and 
Problems of Organized Labor, pp. 95-110; McCabe, The Standard Rate in American 
Trade Unions, pp. 120-178; Wolfe, Admission to American Trade Unions, pp. 11-33; 
Spedden, The Trade Union Label, pp. 32-51; Sakolski, The Finances of American 
Trade Unions, pp. 12-20, 46; Kennedy, Beneficiary Features of American Trade 
Unions, pp. 106-120; Glocker, The Government of American Trade Unions, chaps. v 
and vi; Barnett, The Printers, pp. 29-40. 











460 QUARTERLY JOURNAL OF ECONOMICS 


the national union in their trade. The advantages 
to be obtained, however, have not been the only force 
making for the affiliation of the independent unions. 
The national unions have exerted pressure on the 
unaffiliated unions by discriminating against their 
members who seek work in other cities, and, wherever 
practicable, by establishing rival local unions. More- 
over, as will be shown below, the national unions have 
used their increasing control of the city federation 
and the local trades council to force the independent 
unions to affiliate. 

The result has been that American local trade unions 
are connected with some national union probably 
more generally than the local unions in any other 
country. It is one of the curious phenomena of trade 
unionism that altho local and sectional trade unions 
still survive in England, they have almost entirely 
disappeared in the United States, despite the enor- 
mously greater area covered. In the United Kingdom, 
for example, the following unions of compositors were 
in existence in 1910; London Compositors, Dublin 
Typographical Society, Typographical Association, 
Scottish Typographical Association. In the United 
States in the same year there was no important inde- 
pendent local union of compositors or sectional associa- 
tion of such unions. All the local unions were affiliated 
with the International Typographical Union. Essen- 
tially the same contrast is found in a number of other 
trades.? 


1 Labour Department Report on Trade Unions in 1908-10, p. 50. 


2 No data are available as to the number of independent local unions in the United 
States as a whole, but some indication of the number may be obtained from the annual 
reports made to the Massachusetts Bureau of Statistics by labor organizations in that 
state. In 1910, according to information kindly furnished by the Director of the 
Bureau, of some 1250 local unions in Massachusetts all except 20 were affiliated with 
some national union or with the American Federation of Labor. See also the Bureau's 
Fourth Annual Report on Labor Organizations, for the year 1911, p. 76. 
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II 


As long as the national unions had slight control over 
their affiliated local unions they did not seriously 
object to the formation of national federations in which 
city federations and local unions were the dominant 
elements. With the growth of the power of the national 
union over the local unions, the national unions in 
which centralization was greatest became strongly dis- 
satisfied with such national federations, particularly if 
they encroached upon the functions of the national 
union.! 

The question did not become acute, however, until 
the great increase in the strength of the Knights of 
Labor, and the transformation in the attitude of that 
organization toward the national unions. In 1886 
the national trade unions, desirous of defending them- 
selves against the threatened domination of the Knights, 
took over and reorganized the Federation of Organized 
Trades and Labor Unions of the United States and 
Canada, a national federation which had been organized 
in 1881. According to the original constitution of the 
Federation the national unions were allowed one 
delegate if their membership was less than 400, two 
delegates if 4,000, three if 8,000, four if 16,000, five if 
32,000, and so on. Each local trades assembly or city 
federation was allowed a single delegate irrespective 
of the number of its members. In 1882 the plan of 
representation was slightly altered. Assemblies of 
the Knights of Labor and local trade unions were given 
the same representation as city federations, and state 
and provincial federations were allowed two delegates. 

1 For an account of the attitude of the stronger national unions towards the national 


federations from 1865-85, see Kirk, National Labor Federations in the United States, 
pp. 17-26. 














462 QUARTERLY JOURNAL OF ECONOMICS 


In several of the sessions of the Federation prior to 
1886 the voting strength of city federations and local 
unions was greater than that of the national unions.’ 
In 1886, when the Federation assumed its present 
title, the American Federation of Labor, the basis of 
representation was altered so as to exclude from repre- 
sentation all local unions of trades in which national 
unions existed.2 This change did not entirely satisfy 
the national unions, since it was possible that a large 
number of local unions in those trades in which there 
were no national unions might be affiliated directly 
with the Federation.* Moreover, the representatives 
of city federations might easily have become sufficiently 
numerous to outvote the delegates of the national 
unions. A year later, in 1887, the national unions, 
therefore, made their control of the Federation unas- 
sailable by the adoption of the provision that if a roll- 
call was demanded‘ each delegate, except those of 
city or state federations, might cast one vote for every 
one hundred members which he represented.’ The 


1 In 1883, for instance, fifteen of the twenty-seven delegates were representatives 
of local trade unions, city federations and state federations. 


2 National unions were given the same representation as before and “ each local or 
district trades organization or federated body not connected with, or having a National 
or International head, affiliated with this Federation,” was allowed one delegate. 


8 A delegate from the International Typographical Union to the session of the 
Federation held in 1886 suggested in his report to his union, that “ local organizations 
in a single large city could be so strongly rep ted as to out: ber all the duly 
accredited delegates from distinctive national and international bodies”’ (Proceed- 


ings of the International Typographical Union, 1887, p. 66). 


* In 1888, it was provided that a roll-call might be demanded by one-fifth of the 
delegates, and in 1889, the present rule that a roll-call may be demanded by one-tenth 
of the delegates was adopted. 


5 In the report of the delegates from the Typographical Union to the session of 1887, 
the purpose in making this change was stated as follows: ‘‘ The basis of representation 
and manner of voting prescribed by the old constitution gave central labor unions and 
state assemblies a vote out of proportion to their strength, and enabled the smaller 
bodies to exert an undue influence in the control of the affairs of the Federation. But 
for this fact the constitution would, no doubt, have been so changed as to admit national 
and international bodies only. This can be done at the next session, if desirable. . . .” 
(Proceedings of the International Typographical Union, 1888, p. 157). 
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representatives of city and state federations were 
allowed as before only one vote. The delegates of 
local unions directly affiliated with the Federation 
may cast one vote for each hundred members, but the 
total membership of these unions is small compared 
with that of the national unions, and on account of the 
expense many of them are unable to send delegates. 

By these changes the national unions were given an 
overwhelmingly large voting power in the Federation. 
The convention of 1911 will furnish an illustration. 
The total number of delegates present was 349. Of 
these, 228 were delegates of national unions, 25 of state 
federations, 67 of central federations, 21 of trade and 
federal labor unions directly affiliated and 6 of fraternal 
organizations. The number of delegates of national 
unions was nearly two-thirds of the total number, and 
the voting strength on roll-call of the national unions 
was 17,104 of a total vote of 17,240. Moreover, it has 
become customary for the national unions to send as 
part, at least, of their delegation important officials 
of the national union. The sessions of the Federation 
are thus to a very considerable extent councils of the 
executives of the national unions. 

Throughout the whole period since 1886 the national 
unions have been more and more firmly resolved that 
the trade-union movement should not be transformed 
into that semi-political form which has always charac- 
terized it when the city federation and local union 
have had control of the national federation. On several 
occasions: representatives of the city federations have 
complained at the sessions of the Federation that their 
voting strength is too small. In 1900, for instance, 
a resolution providing that each delegate from a 
national union should be allowed only a single vote 
on roll call was introduced, but was voted down 
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without discussion. It was proposed in 1900 that 
the delegates from city federations should be permitted 
to cast the votes of local unions directly affiliated with 
the Federation and connected with the city federation, 
but this proposal also was defeated.? 

In 1902 an interesting attempt was made to organize 
a new national federation. The Milwaukee city 
federation issued a circular letter calling a national 
convention to be composed of the representatives of 
city federations. The executive council of the Ameri- 
can Federation of Labor immediately, to quote their 
account, ‘‘ used our good offices to persuade the central 
labor unions and other central bodies from pursuing 
this mistaken course... .” The plan was not aban- 
doned, however, and at the session of the Federation 
in 1902, Mr. Victor Berger, the delegate from the 
Milwaukee city federation, introduced a resolution 
providing for a convention of delegates from city 
federations in cities of over 50,000 inhabitants “ to 
consider the conditions and evils peculiar to the large 
cities and dangerous and oppressive to the laboring 
people living therein.”” Despite Mr. Berger’s assurance 
that the Milwaukee city federation “‘ had no design 
to organize a body antagonistic to the A. F. of L.,” a 
committee of the Federation reported unfavorably 
on the project on the ground that there were “ already 
adequate means to promote such propaganda through 
the various local, central and state bodies.”* The 
proposed federation would have been practically 
identical in its composition with the long line of national 
federations which began with the National Trades’ 
Union of 1834 and ended with the Knights of Labor. 
1 Proceedings of the American Federation of Labor, 1900, pp. 40, 155. 
2 Tbid., 1900, p. 155. 
§ Ibid., 1902, pp. 49, 110, 205. 
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The number of national unions affiliated with the 
American Federation of Labor has increased steadily 
since 1897. In 1911 the only important national 
unions not in affiliation with the Federation were the 
Locomotive Engineers, the Locomotive Firemen and 
Enginemen, the Railroad Trainmen, the Railway 
Conductors, the Flint Glass Workers, and the Brick- 
layers and Masons. The total membership of the 
non-affiliated unions in 1911, at a liberal estimate, 
did not exceed 600,000, while the membership of the 
affiliated unions was approximately 1,800,000. 

No rival national federation has been able in this 
period to offer effective competition. The Knights 
of Labor has been practically an extinct organization. 
The American Labor Union, organized in 1902 to pro- 
mote industrial unionism, went out of existence in 1905. 
The Industrial Workers of the World, organized in 
1905 as the successor of the American Labor Union, 
lost in 1907 the support of its only important national 
union, the Western Federation of Miners, which 
affiliated in 1911 with the American Federation of 
Labor. The membership of the Industrial Workers 
of the World —in 1911 about 10,000 — is relatively 
insignificant. 


III 


The control of the American Federation of Labor by 
the national unions has not only been important in itself, 
but through the Federation the national unions have 
acquired such control as they now have over the city 
federations. In every time of labor unrest since 1827, 
city federations, known variously as trades’ unions, 
workingmen’s assemblies, district assemblies, or central 
bodies, have come into existence in the chief industrial 
centers. In the earlier periods of American trade- 
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union history these organizations called sympathetic 
strikes, declared boycotts, and sustained strikers with 
financial aid. To many of their activities the national 
unions had no objection, but at other points conflict 
occurred. With the increasing centralization of the 
national unions, it became intolerable that their policies 
should be interfered with by local federations. 

The control exercised by the Federation of Labor over 
city federations is based on the preference shown by 
local unions for city federations affiliated with the 
Federation as against independent city federations, 
since the Federation can obviously not impose rules 
on unaffiliated organizations. In 1911 there were 
631 city federations affiliated with the American Federa- 
tion of Labor. The number of independent city federa- 
tions is at present very small.' There have been, 
however, even within recent years important indepen- 
dent city federations, and some of these were in cities 
in which there were also city federations affiliated with 
the Federation. 

The Federation has been able to attach to itself so 
many city federations largely through the steady pres- 
sure of the national unions on their local unions. In 
1893, by a provision in the constitution of the American 
Federation of Labor, it was made, “ the duty ”’ of all 
affiliated national unions “to instruct” their local 
unions to join the city federations. The national 
unions, however, have consistently refused to- allow 
any mandatory rule to be passed by the Federation 
requiring local unions to affiliate with city federa- 
tions, altho such proposals have been presented and 
strongly urged, particularly by the delegates from city 


1 The secretary of the American Federation of Labor, Mr. Morrison, informs the 
writer that in November, 1912, in only two cities of considerable population were there 
independent city federations. 


2 Proceedings of the American Federation of Labor, 1893, p. 4. 
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federations, at almost every recent session of the 
Federation.' 

Even where an independent and an affiliated city 
federation have existed in the same city, the Federation 
has been able to do nothing more than endeavor to 
persuade the officers of the national unions to bring 
pressure on the local unions in favor of the affiliated 
federation. In 1907 the delegate from the Brooklyn 
city federation introduced at the convention of the 
Federation a resolution which recited that there were 
in Brooklyn two city federations and that a considerable 
number of local unions belonging to national unions 
affiliated with the Federation were allied with the 
independent city federation. The convention of the 
Federation instructed its executive council through 
the national unions to “ compel” the local unions 
to withdraw and to join the city federation chartered 
by the Federation.2 Two years later the delegate 
of. the Brooklyn city federation called attention to 
the fact that this order had not been obeyed and asked 
the convention to provide specifically that if any 
national union refused to compel its local union to 
withdraw from the unaffiliated city federation, it should 
be expelled from the Federation. The convention, 
however, merely reiterated its instructions to the 
executive council.’ 

It is not difficult to understand the reluctance of the 
national unions to make the affiliation of their local 
unions compulsory. If a city federation becomes 
unsatisfactory to a local union, it may withdraw at 

1 In 1901, a committee of the Federation in reporting on several resolutions which 
aimed at forcing local unions to affiliate, said ‘‘ Your committee reports adversely, for 


the reason that the Federation has not mandatory power to legislate for national and 
international unions” (Proceedings, 1901, p. 198). 


2 Proceedings of the American Federation of Labor, 1907, pp. 240, 289. 
3 Ibid., 1909, p. 279. 
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will, or in case a city federation pursues distasteful 
policies, a national union may even encourage or order 
its local union to withdraw. The local unions have, 
therefore, always open a way of escape. Since the 
city federation has no power to retain local unions, 
its conduct must commend itself to the local unions 
or they will leave, and the seceding unions may, if they 
see fit, form a rival city federation. No more effectual 
check on the exercise by city federations of any real 
power over the constituent unions could well have been 
devised. 

Altho the city federation has not yet been brought 
sufficiently under the control of the national unions 
acting through the Federation to make it appear 
desirable to the national unions that local unions 
should be forced to affiliate, a beginning in such control 
has been made. The first and most important step 
in this direction was to limit the power of the city 
federations to admit local unions. Under the con- 
stitution of the American Federation of Labor until 
1886, a city federation might admit local unions at its 
own discretion. The constitution of 1886 provided 
that city federations were not to admit delegates 
“from any local organization that is hostile to the 
objects of this Federation or that has been suspended 
or expelled by a National. or International organization 
of their trade.” The rule was amended at various 
times, chiefly in order to make its provisions more 
explicit, but since 1897 it has been substantially in 
its present form.? As it now stands, it reads as follows: 


1 From 1888 to 1893 the rule required city federations to exclude local unions of 
national unions not affiliated with the Federation, but since 1893, city federations have 
been permitted to admit the local unions of unaffiliated national unions which are not 
hostile to national unions affiliated with the Federation. 

2 Until 1902, a city federation which disobeyed the rule was deprived of representa- 
tion. Since then, the charter has been withdrawn (Proceedings of the American Federa- 
tion of Labor, 1902, p. 216). 
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“ No Central Labor Union, or any other central body of delegates, 
shall admit to or retain in their councils delegates from any local 
organization that owes its allegiance to any other body, National 
or International, hostile to any affiliated organization, or that has 
been suspended or expelled by, or not connected with, a National 
or International organization of their trade herein affiliated, under 
penalty of having their charter revoked for violation of their charter, 
subject to appeal to the next Convention.” ! 


The rule has been invoked in two classes of cases. 
In the first place, city federations have been required 
to exclude local unions which have been suspended 
by, or have seceded from, or are merely not attached 
to the national union of their trade, if the national 
union is affiliated with the Federation. In 1891, for 
instance, the San Francisco Trades and Labor As- 
sembly, a city federation, was suspended from further 
representation in the Federation because it refused 
to exclude a local union which had been suspended 
by the Brewery Workers.? The Federation has con- 
sistently required the city federations to maintain the 
principle that every local union should, if possible, 
be connected with a national union. The city federa- 
tions, governed largely by local considerations, if left 
to themselves would frequently have offered aid and 
comfort to seceding and independent unions, and to 
that extent have contributed to the support of local 
as against national unionism. 

In the second place, city federations have been 
required to exclude local unions affiliated with a na- 
tional union which is not connected with the Federation 
and which aims to include in its membership classes 
of workmen which are recognized by the Federation 
as properly belonging to a national union so affiliated. 
In violation of the rule, city federations have not 


1 Constitution of the American Federation of Labor, 1912, Art. xi, sec. 1. 


2 Proceedings of the American Federation of Labor, 1890, p. 39. 
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infrequently admitted such local unions and refused 
to unseat their delegates when ordered todo so. From 
time to time, charters of city federations have been 
revoked in particularly offensive cases, and new federa- 
tions formed from the local unions. There has been 
increasing strictness in the enforcement of the rule. 
In 1908 a large number of city federations admitted 
the local unions of a national union of electrical workers, 
altho another national union in the same trade was 
affiliated with the Federation. Other city federations 
admitted local unions of the Flint Glass Workers, who 
at that time were engaged in a bitter jurisdictional 
dispute with the Glass Bottle Blowers, a union affiliated 
with the American Federation of Labor. These city 
federations persisted in their course after notice and 
were deprived of their charters by the executive council 
of the Federation. On appeal to the convention the 
council was sustained. 

The national unions regard it as a well-settled prin- 
ciple that only one national union may have jurisdiction 
over a particular class of workmen. They have found 
that the support of city federations has been one of the 
chief factors in promoting and encouraging the forma- 
tion of rival national unions and they have become 
more and more determined that the city federation 
shall not lend its aid to such rebellions. 

The right of a city federation to exclude a local union 
of a national union affiliated with the Federation has 
also been restricted. As early as 1897 the executive 
council of the Federation decided that it was improper 
for a city federation to expel a local union merely 
because its national union was involved in a contro- 
versy with another national union.' In 1901 the 
Chicago Federation of Labor was ordered to readmit 


1 Proceedings of the American Federation of Labor, 1897, p. 35. 
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the delegates an expelled local union. These decisions 
were not based on any specific clause in the constitution, 
but in 1902 a section was added which provided that a 
city federation might not reject the credentials of the 
delegates from a local union of a national union affiliated 
with the American Federation except on charges duly 
proved. The delegate or local union concerned was 
given a right of appeal to the executive council of the 
Federation.? This right has been freely used, and in 
1908, when certain city federations, on account of a 
jurisdictional dispute between the Plumbers and the 
Steam Fitters, refused to admit delegates from Steam 
Fitters’ local unions, the convention of the Federation 
ordered the exerutive council to issue a general order 
to all city federations that they must admit the dele- 
gates of local unions of Steam Fitters.* 


The national unions have not been content merely 
to secure that their interests are safeguarded in the 
composition of the city federation. They have also 
gradually evolved a code of rules to be followed by the 
city federations in the conduct of their affairs. These 
rules relate to the boycott, to assessments for strikes, 
and to interference in collective bargaining — funda- 
mentally important activities of the city federation.‘ 

The initiation and support of boycotts has always 
been one of the chief functions of the city federation. 
Comprising representatives of unions of all trades, 
the power of the city federation as a boycotting instru- 
ment has been very great. Desirous of turning this 
power to their service, the national unions have yet 

1 Proceedings of the American Federation of Labor, 1901, p. 158. 

2 Ibid., 1902, p. 215; Ibid., 1904, p. 243. 

3 Ibid., 1908, p. 192. 

4 See Burke, History and Functions of Central Labor Unions, p. 80. 
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found difficulty in controlling it, since city federations 
have not infrequently initiated boycotts which were 
distasteful to one or more national unions. 

In 1901, a provision was inserted in the constitution 
of the American Federation of Labor forbidding city 
federations to originate boycotts, and requiring them 
before endorsing boycotts proposed by local unions 
to investigate the matter and to effect if possible an 
amicable settlement.!_ On several occasions city federa- 
tions have been forced, on complaint of national unions, 
to call off boycotts. Even yet many of the boycotts 
endorsed by city federations give great offense to 
national unions. In 1903, the delegates of the Boot 
and Shoe Workers’ National Union introduced a 
resolution at the convention of the Federation that 
no business concern which manufactured and sold 
goods outside of the city in which the city federation 
was situated should be placed on the unfair list by 
the city federation without the sanction of the national 
union whose interests were involved. The committee 
of the Federation which considered this resolution 
recommended that only boycotts on firms doing an 
interstate business should be submitted to the national 
union concerned. After much discussion, the proposed 
rule was defeated.2?. In 1904, the same subject was 
brought up, but the convention again showed itself 
reluctant to adopt a rigid rule.* 

The assessment of local unions by city federations 
for the support of strikes has been the occasion of fre- 
quent complaint by the national unions. The stronger 
national unions finance their own strikes and they 
strongly object to having their members required to 


1 Proceedings of the American Federation of Labor, 1901, p. 196. 


* Ibid., 1903, p. 182. 3 Ibid., 1904, p. 234. 
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support the strikes of local unions whose national 
unions are unwilling or unable to pay strike benefits. 
The general use of such assessments would obviously 
greatly weaken the hold which the national unions 
have on their local unions, and tend correspondingly 
to increase the power of the city federations. On the 
other hand, it is felt that on certain occasions, when 
local interests are much involved, some power should 
be left to city federations to raise funds. At the 
session of the American Federation of Labor in 1904, 
Mr. MacArthur, a delegate of the Seamen’s Union, 
proposed that the city federations should be advised 
that assessments ought not to be levied on the affiliated 
unions. The convention was unwilling to forbid all 
assessments, but did advise the city federations that 
assessments should only be levied after the question 
had been submitted to the membership of the affiliated 
unions.! 

Finally, the national unions have strongly resented 
the uninvited interference of city federations in the 
negotiations between local unions and employers. 
National unions are not infrequently glad to avail 
themselves of the aid of the city federation in dealing 
with employers, but the stronger national unions object 
to ahy attempt on the part of the city federations to 
take the lead in such matters. In 1898, a section was 
added to the constitution of the Federation which 
provided that a city federation should not have author- 
ity to order a strike of any local union without the 
consent of the national union.? In 1906, an additional 
section provided that a city federation must take no 
part in “the adjustment of wage contracts, wage 
disputes or working rules of local unions affiliated with 
1 Proceedings of the American Federation of Labor, 1904, p. 234. 

? Thid., 1898, pp. 68, 144. 
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a National or International union” unless the rules 
of the national union permit or unless consent is given 
by the officials of the national union.! 

From the foregoing survey, it will be seen that the 
city federation has been definitely subordinated to the 
national union. From the standpoint of the stronger 
national unions the city federations are merely the 
means of making more effective the boycott, of carrying 
on the propaganda for the union label, and of taking 
such political action as the needs of the labor movement 
may require. The less centralized national unions 
would be willing to make the city federations more 
important. Particularly is this true of many of the 
unions in the building trades. There is, therefore, 
occasionally some division of opinion among the 
national unions in the Federation as to the proper 
functions of the city federations; but every increase 
in the centralization of the national union has contrib- 
uted to the sentiment in favor of the subordination 
of the city federation. 


IV 


The fourth form of organization, the federation of 
unions of allied trades, is of recent origin. Local 
councils were formed in the building trades as early 
as 1865 and in the printing trades in 1886. Councils 
have also been formed in the metal trades, among the 
railroad unions, and among the maritime trades.’ 
It will be sufficient for our present purpose to describe 
the development which has taken place in the relation 
of the national unions of the building trades to the local 
and national building trades councils, since in these 


1 Proceedings of the American Federation of Labor, 1906, p. 245. 
* Kirk, pp. 80-88. 
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trades the activities of the councils have been pre- 
eminently of such a kind as to cause the national unions 
concern. 

The local building trade councils have been an im- 
portant factor in industrial disputes. They have sys- 
tematically employed the sympathetic strike, and have 
ordinarily maintained jointly the closed shop.' For 
many years their activities were unsupervised by any 
national authority. In 1897, a considerable number of 
local building trades councils formed a national organ- 
zation known as the International Building Trades 
Council. In 1903, it comprised seven national unions 
and seventy-six building trades councils. The affiliated 
national unions were for the most part small unions, 
since the larger unions were from the outset strongly 
opposed to the International Building Trades Council. 
In the annual convention of that body each local 
council originally was entitled to one vote for each 
trade in the council. A single local council might, 
therefore, cast ten or fifteen votes, but a national union 
was allowed only a single vote. In 1904 and 1905, 
changes were made in the constitution with a view 
to giving the national unions greater weight in the 
conventions, but the national unions were far from 
satisfied. In 1903, a few of the larger national unions 
in the building trades organized the Structural Building 
Trades Alliance. The convention of the Alliance 
was composed exclusively of delegates from national 
unions... The organization, of the Alliance greatly 
weakened ‘the International Council, and for some years 
the latter has been unimportant. The Structural 
Building Trades Alliance was transformed in 1908 
into the Building Trades Department‘of the American 
Federation of Labor. 


1 Stockton, pp. 98-105. 
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The annual convention of the Building Trades Depart- 

ment, the final authority in its system of government, 
is composed of delegates from the affiliated national 
unions. Attempts have been made from time to time 
to secure the admission of delegates from the local 
councils, but these attempts have always failed. In 
1909 delegates from certain councils were allowed the 
privilege of participating in the discussion, but not 
the right to vote. In 1910 the convention refused 
to admit delegates from local councils.! 

The Building Trades Department has not been very 
successful as yet in bringing the local councils under 
control, but a brief survey of its efforts will indicate 
the points at which the national unions desire to curb 
the activities of the local councils. 

The national unions have been particularly desirous 
of putting an end to the encouragement given to demar- 
cation disputes by the councils. Until the formation 
of the Department a council was entirely at liberty 
to recognize the claim of either of two contending 
unions to a particular class of work. They might, 
for instance, expel the local union of Stone Cutters 
on complaint of the Granite Cutters and thus lend their 
aid to a particular adjudication of the question of 
jurisdiction. When one considers that there are over 
two hundred building trades councils in the United 
States, and that their decisions are given in view of 
local conditions, and not infrequently are the result 
of coalitions among the various local unions which have 
jurisdictional disputes, the resulting confusion can be 
readily conceived. 

From the time of its organization, the Department 
has endeavored to establish the principle that a local 
council has no power to decide a demarcation dispute. 


1 Proceedings of the Building Trades Department, 1910, p. 96. 
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In 1909, the executive council of the Department in 
its report to the convention said: 


“ Your Executive Council has taken the position that jurisdiction 
lines are laid down by International organizations and as such they 
can only be altered, amended or waived by duly accredited repre- 
sentatives appointed by each International union acting in a general 
way and thereafter such amendments, changes or conditions must 
be ratified by the Executive Committees of the Internationals in 
interest.”’ } 


At the session of the Department in 1908, when the 
old controversy of the Plumbers and the Steam Fitters 
came up, Mr. Duffy, secretary of the United Brother- 
hood of Carpenters and Joiners and a delegate from 
that union to the convention of the Department, said: 


“ T believe every organization represented here has had men involved 
in strikes with Plumbers on one side and Steam Fitters on the other. 
Now we are coming down flat-footed to tell you that the Central 
Bodies and the local unions affiliated with them must not take any 
part in the future in these fights that may arise over jurisdiction. 
; We not only say must, but you are ordered by this conven- 
tion to come together.’ 2 


On numerous occasions the executive council of the 
Department has forced local councils to readmit local 
unions of affiliated national unions, which had been 
expelled on account of demarcation disputes.* 

Before the establishment of the Department, local 
councils frequently admitted to membership local unions 
which were independent of any national union and local 
unions affiliated with national unions which were rivals 
of recognized national unions. Countenance and 
encouragement were thus given to the formation of 
independent and “ dual” organizations. In the build- 


1 Proceedings of the Building Trades Department, 1909, p. 36. 


2 Tbid., 1908, p. 68. 3 Ibid, pp. 9, 16. 
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ing trades, because of the local character of the industry, 
such independent and “ dual ”’ unions have been easily 
formed and in some cases have flourished for many 
years. The executive council of the Department 
decided in 1908 that local councils might admit to 
membership local unions of national unions not affil- 
iated with the Department, but only if the “ claims 
of jurisdiction in no way conflicted with the locals of 
any affiliated union” and this decision was affirmed 
by the convention.! In 1909, the Newark Building 
Trades Council was forced to unseat the delegates 
of “ dual” unions of Tile Layers and Hod Carriers. 
In the same year the president of the Department 
reported that the number of independent unions of 
Hod Carriers was so large that the national union should 
be reorganized under the auspices of the Department, 
and this was finally accomplished in 1910.2 A year 
later local councils were ordered to unseat delegates 
of the “ dual ” local unions of Electrical Workers.* 

The national unions in the building trades have not 
attempted to bring the local councils under control 
to any considerable extent except with reference to the 
admission and exclusion of local unions. It was pro- 
vided in 1899 that local unions when making a demand 
for an increase of wages or a reduction of hours must 
secure the approval of their national unions as well 
as of the council. But the constitution of the Depart- 
ment from the outset has set forth that no local union 
affiliated with a council may strike without the consent 
of the council. Moreover, not only have the national 
unions been content to permit the local councils to 

— of the Building Trades Department, 1908, p. 35; Ibid., 1909, 
p. b 

2 Ibid., 1909, pp. 65-70; 1910, pp. 30-32. 

§ Tbid., 1910, p. 90. 
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order sympathetic strikes, but in order to facilitate 
such strikes provision has been made since 1909 in 
the constitution of the Department that local unions 
must not enter into agreements which will prevent 
their “ giving each other prompt and effective assis- 
tance or their combining for united action and material 
support.’’! Where councils have ordered local unions 
to strike and expelled them for failure to do so, the 
Department has refused to require their reinstatement.? 
The willingness of the national unions in the building 
trades to allow local councils to order out the members 
of local unions on strike is explicable by the fact that 
the trade unions in the building trades are far less 
centralized than in most other trades. 

The Department has not been able as yet to enforce 
effectively even those of its rules relating to jurisdic- 
tional disputes and independent unions. The control 
of the councils by the Department is accomplished, 
to the extent that it is accomplished, by pressure on 
the local unions exerted through the national unions 
with which they are affiliated. If a local council 
refuses to obey the rules of the Department, and its 
charter is revoked, a part or all of the local unions may 
form an independent council. The national unions 
cannot be uniformly depended upon in such cases to 
prevent their local unions from joining such independent 
councils. The officers of the Department have pro- 
ceeded with great caution in enforcing the rules in 
order to avoid, as far as possible, the formation of 
“ qdual”’ councils. In his report to the convention 
of the Building Trades Department in 1911, President 
Short said: 


1 Proceedings of the Building Trades Department, 1909, p. 64. 


? Ibid., p. 38. 
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** Tn the case of local councils who saw fit to disobey the mandates * 
of the St. Louis Convention, they were refused any further recogni- 
tion by the Department in so far as information or the obtaining 
of supplies, etc., was concerned, and charters in various centers 
would have been revoked had it not been for the fact that it would 
have worked serious injury to innocent parties, by that I mean 
organizations who were loyal to the Department. It would have 
been necessary, had charters been revoked, to immediately proceed 
to organize new councils, with the absolute certainty that some 
of the organizations would have continued in the old council, thus 
dividing the strength of the Building Mechanics in such centers 
as new councils were instituted. As witnessed in the case of the 
St. Louis Building Trades, where we have organized a new council 
under the laws of the Department and there still remains a portion 
of the old council who refuse to obey the laws of the Department.’ ? 


Obviously the control exercised by the Department 
over the local councils can never be effective until the 
national unions are willing and able to force their local 
unions to refrain from opposing the councils established 
by the Department. This result is not likely to be 
accomplished in the near future. In the first place, 
the national unions in the building trades have rela- 
tively decentralized governments and correspondingly 
small power over their local unions. Secondly, the 
national unions are not infrequently reluctant to abide 
by particular rules of the Department altho they favor 
the exercise of power in that field by the Department. 

In the period since 1897, then, the national union 
has retained and made more secure its control of the 
national federation; it has limited in important re- 
spects the powers of the city federations; and finally, 
it has taken the first tentative steps in the control of 
the allied trades councils. In no other period of 
American trade-union history has the dominance of 


1 The “ mandates” here referred to were the decisions by the convention of 1911 
that local councils should expel the delegates of local unions of Carpenters and Steam 
Fitters, since these national unions had refused to accept the rulings of the Department 
with reference to their jurisdictional claims. 


2 Proceedings of the Building Trades Department, 1911, p. 36. 
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one of the forms of trade-union grouping been so 
clearly the ruling principle in the structure of Ameri- 
can labor organization. The complete subordination 
of the city federations and of the allied trades councils 
is probable, since the increasing centralization of the 
larger and more powerful national unions leads them 
more and more to oppose any interference by local 
organizations. 


GrorGce E. BARNETT. 


Jouns Hopxins UNIVERSITY. 








TENANCY IN THE SOUTHERN STATES! 


SUMMARY 


Number of farms and farm area of the South; size of farms in North 
and South, 482. — Value of the southern farm contrasted to that of the 
North; value of equipment, 483. — Tenancy conditions affected by the 
negro, 484. — Terminology on tenancy different in South from that 
in the North, 485.— Percentage of tenancy by States, 1880-1910; 
tenancy and colored farmers predominate in the cotton belt, 486. — 
Negroes gain over white farmers in possession of farms, 487. — Changes 
in proportion of cash and share tenancy; cash and share tenancy in 
relation to intensivity of cultivation, 488. — Tenancy and its relation 
to value of land, 490. — Relations to character of crops, to amount of 
live stock, to value of buildings, 491. — The negro tenant in the white 
districts, 492. — The “ Renters’ Union of America,” 494. — Length of 
lease, 495. — Forces which will counteract tenancy, 496. 


To the south of Mason and Dixon’s line are sixteen 
states which constitute that portion of the Union 
familiarly referred to as the South. Here are, then, 
one-third of the states of the country. In area these 
states fall a little short of a third of the total area, 
and also a little short of a third of the area of improved 
land. But in the number of farms the proportion 
is high, being 49 per cent of the total number of farms 
of the United States. This means that the average 
size of farms in the South is much smaller than in the 
North.? Before the war the reverse of this was true, 
but at the present time the average size of the southern 


1 This paper completes the series by the present writer on Tenancy in the United 
States. The other papers, published in previous issues of this Journal, have been: 
“Tenancy in the North Central States ” (August, 1911); ‘‘ Tenancy in the North 
Atlantic States” (November, 1911); “‘ Tenancy in the Western States” (February, 
1912). 


2 By the “ North,” the North Atlantic, Middle Atlantic, and North Central States 
are meant. 
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farm is 114 acres, while the average of the northern 
farm is 143 acres. During the past decade the average 
size of farms in the North has increased 10 acres, 
while in the South it has decreased 24 acres. This 
decrease is the result of cutting plantations up into 
smaller farms, which in a very great many cases means 
tenant farms. A similar movement toward smaller 
farms in Texas and Oklahoma does not mean so fre- 
quently an increase in tenancy, since a considerable 
immigration from other states brings in a large number 
of land-owning farmers. 

The value of the southern farm with its equipment 
is well below the average for the country, due partly 
to its smaller size, but also to the lower value of land 
per acre, the lower value of buildings, and the smaller 
equipment in the form of machinery and live stock. 
For example the average value of land in the South 
is above $30 per acre in but two states, while in five 
states it is below $15 per acre. In the North Central 
States, in which is the greatest body of farm land in 
the country, we find in contrast but one state in which 
the average value is below $30, while the upper limit 
is almost $95 for Illinois. The average for the South 
is $16.72, for the North $46.26. In buildings the con- 
trast is still greater, the average value of buildings 
for each acre being in the North $10.93, in the South 
$4.03. In implements and machinery the North has 
an investment per acre two and one-half times as great 
as has the South; in live stock an investment about 
twice as great. ll told a northern farm with its 
equipment is valued at $9500; a southern farm at 
$2900. It is to be noted, however, that the recent 
gains in value are more rapid in the South, standing 
110.1 per cent during the past decade for the South, 
and 90.1 per cent for the North. 
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Thus it is plain that the farm of the North represents 
a much higher investment than does the farm of the 
South. It has been shown in the previous articles 
of this series that with comparatively few exceptions, 
a high rate of tenancy is found in connection with 
land high in price, and a low rate where land is low in 
price. Since land is decidedly higher in price in the 
North than in the South, and since the rate of tenancy 
in the South is nevertheless nearly twice as great as 
in the North, there must be some influence at work 
other than the value of land. But it was also shown 
in the articles above referred to that a considerable 
number of forces were at work in determining the 
proportion of tenancy; only if other things are equal, 
do the value of land and the rate of tenancy appear 
to bear a close relationship. In the South the greatest 
factor in the tenancy problem is the negro, and in 
proportion to the numbers of negroes the rate of tenancy 
rises and falls. Along with this primary factor, how- 
ever, the other factors seem to bring about in the South 
the same relative results as in the North. 

The war left the southern planter with no reliable 
farm labor. The negroes were at hand, but authority 
could no longer be exercised over them, and the pay- 
ment of wages proved to be too weak in its appeal 
to induce them to refill the places which they had just 
vacated. The economic reconstruction of the South 
involved the development of a system of farming for 
which there were no precedents, at least none in 
America; for it meant the use, in some manner, of a 
million farm hands to be employed in a way to which 
they were not accustomed. It meant that half a 
million planters who had lost most of their property 
were compelled, as the possessors of the plantations, 
to make a bargain with the freedmen on such terms 
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that both parties would find it tolerable to proceed 
with the work of tilling the soil. Information on the 
early experiments is meager, but it is stated on good 
authority that the first attempt was on the basis of 
wages. This was not satisfactory and it became 
necessary to put responsibility of a more tangible 
sort upon the negro. The responsibility took the form 
of an interest in the crop. By this means it became 
possible to postpone his reward, in large part, to the 
time of harvest. In other words, the negro became a 
tenant of the planter; but not a tenant in the same 
sense as that implied by the term in the North. 

The terminology relating to tenancy in the South 
requires special attention. In the North we speak 
mainly of two classes of tenants,— cash and share. 
The same words are in use in the South, but by cash 
is meant not alone a money payment, but any form of 
fixed payment. For example cash rent in the cotton 
district ordinarily means the delivery at the end of the 
season of a specified quantity of cotton. Hence if the 
landlord receive fifty or one hundred pounds of cotton 
for each acre as the payment, he is secure so far as re- 
turns in cotton are concerned, tho he runs the risk of 
what it will be worth per pound. The tenant views 
the payment as cash in the sense that it is a stipulated 
fixed payment beyond which the whole remaining 
portion of the crop is his. Another form of cash rent 
is where a stipulated amount of labor is to be performed 
by the tenant under the direction of the landlord as 
agreed upon. These “ cash ”’ tenants, whether paying 
in money, in product, or in labor, are known as “ ren- 
ters,” or “ standing renters’ in distinction from the 
“ croppers ” or the “ halvers”’ who work the land on 
shares. The share tenants are of two main classes. 
First, those who furnish little or nothing in the way 
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of equipment and who get a proportionally smaller 
share of the crops, usually half. Second, those who 
furnish a considerable part of the equipment, usually 
including one or two mules, and who therefore receive 
a larger share, as two-thirds, or three-fourths, of the 
crop. There is a well-defined caste system among the 
tenants. The lowest class is represented by those who 
furnish little equipment and receive half, or less, of the 
crop; above this comes the group whose independence 
is measured by the possession of a mule and a plow 
and the means of subsistence till harvest time; the 
highest class consists of those who can be trusted to 
deliver a certain quantity of crop or possibly a sum 
of money, and who are by that fact emancipated in 
the main from the directing authority of the landlord. 

The percentages of tenancy for each of the sixteen 
southern states for the past four census dates are shown 
in the table: — 


PreR CENT OF TENANCY, 1880-1910 


1910 1900 1890 1880 
DID nas cc cs see 41.9 50.3 46.9 42.4 
CO Pree 29.5 33.6 31.0 30.9 
I 7d ile 4a. @Rcs oid 26.5 30.7 26.9 29.5 
West Virginia ....... 20.5 21.8 17.7 19.1 
North Carolina....... 42.3 41.4 34.1 33.5 
South Carolina ...... 63.0 61.1 55.3 50.3 
BEY «5/0 duo's ei ecibe 65.6 59.9 53.6 44.9 
BIEL, chop. dre pide d Skea 26.7 26.5 23.6 30.9 
0 Ree ree 33.9 32.8 25.0 26.5 
IED 6 oc wc cccnccn 41.1 40.6 30.8 34.5 
eer 60.2 57.7 48.6 46.8 
A 66.1 62.4 52.8 43.8 
ID «occ ccccasee 50.0 45.4 32.1 30.9 
Do. cc coencs 55.3 58.0 44.4 35.2 
eee 54.8 43.8 
| aaa 52.6 49.7 41.9 37.6 


It will be noticed that there has been for the thirty 
year period an increase in tenancy in all but four states, 
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Delaware, Maryland, Virginia, and Florida. Likewise 
in Kentucky, and Tennessee there has been no pro- 
nounced increase in the proportion of tenancy during 
the period. During the past decade, there has been 
in the four states furthest north (Delaware, Maryland, 
Virginia, and West Virginia) a decided decrease in the 
proportion of tenancy. These four states thus have 
come to be in a class with the North Atlantic states, 
so far as changes in this regard are concerned. As 
in the North Atlantic states, the character of the farm- 
ing is miscellaneous; there are many fruit and vegetable 
farms; the land is not extremely high in price; withal 
it does not lend itself especially well to a landlord- 
tenant system. It is to the south of these states that 
tenancy is high. Between Virginia and the great 
cotton-growing states lie North Carolina and Ten- 
nessee, both of which have, for the South, but a moder- 
ate amount of tenancy. Beyond, there are four with 
upwards of 60 per cent of their farms in the hands of 
tenants, and four more, all to the west of the Missis- 
sippi, with over half of their farms rented. Taking 
this row of states from South Carolina to Texas, with 
Arkansas and Oklahoma to the north, about three 
farms out of every five are operated by tenants, — 
a proportion far beyond that of any other group of 
states in the country. ; 

In the same group of states is to be found the great 
proportion of the colored farmers. That the negro 
farmers are, in the majority of cases, tenants, is a matter 
of common information. That they are gaining in 
land ownership, while the white farmers are losing, 
may not be so generally known. Such, however, 
is the case. Unfortunately the Census Bureau did not 
collect farm data concerning the colored race as such 
until 1900, thus giving but one decade on which to 
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base comparisons. The fact, nevertheless, of so much 
land ownership by the negroes in 1900 is conclusive 
proof of great, even rapid, advancement in this respect; 
since but thirty-five years earlier they had owned 
substantially no land. 

The main facts of ownership and tenancy of both 
white and colored farmers for 1900 and 1910 are as 
follows: — 

NuMBER OF OWNED AND OF RENTED FARMS IN THE 
Sours, 1910 anp 1900 


I As ood Sess eae wes oes ee 1,554,687 
| SESS ee 1,387,094 
ee ee 12.1 

al wa via wind tdiece ele aie 1,536,668 
SS re 1,231,028 
en TCT ee 24.8 


Farms OPERATED BY WHITE FARMERS 


Tenants 
Total Owners Cash Share 
1910 ... 2,207,167 1,336,690 227,517 638,696 
1900 ... 1,879,489 1,199,832 186,985 491,652 
Per cent increase. 17.4 11.4 21.6 29.9 
Farms OPERATED BY COLORED FARMERS 
Tenants 
Total Owners Cash Share 
PE Sh s datcmewad 890,163 218,997 285,931 384,638 
ae 740,653 188,262 271,692 280,699 
Per cent increase ....... 20.2 16.3 5.2 37 


PrrR cenT DistTRIBUTION oF Farms By CoLOR AND TENURE 

















Waite FarMEers Cotorep FARMERS 
Tenants Tenants 
Year Total | Owners ei | Oa OT 
Cash | Share Cash | Share 





1910 | 100 60.5 | 10.3 | 29.2 100 24.5 | 32.1 | 43.4 
1900 | 100 63.8 | 10.1 | 26.1 100 25.4 | 36.6 | 38.0 
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It will be seen that the negroes have gained possession 
of farms at an appreciably more rapid rate than have 
the white farmers. Worthy of special mention is the 
fact that the increase in the number of farms owned by 
negroes has been about 50 per cent greater than the 
increase in farms owned by white people. The increase 
in tenant farms has been greater for both races than 
the increase in owned farms; but again the colored 
race makes the better showing. In 1900, 74.5 per cent 
of the colored farmers were tenants; in 1910 the per- 
centage was 75.3. Of the white farmers 36.1 per cent 
were tenants in 1900; while the percentage was 39.2 
in 1910. 

The proportion of cash and share tenancy has changed 
materially during the past census decade. For the two 
decades preceding cash tenancy increased more rapidly 
than share tenancy; during the 1900-10 decade the 
proportion of share tenancy made a considerable gain, 
while that of cash tenancy decreased. Among white 
tenants the change was not pronounced, but among 
colored tenants it was. In 1900 out of every 100 
negro tenants 51 rented on shares, while 57 rented 
on that basis in 1910.1 

For some years a principle in agricultural economics 
which has received prominent attention is the theory 
of cash and share rent in relation to the intensivity of 
cultivation. It is proved that a cash tenant will 
cultivate more thoroughly, — on the basis, of course, 
of similar conditions. The situation in the South is 
such that the principle seems to be contradicted. For 
example, in the South Atlantic States the share tenants 
grow four bushels more of corn per acre than do cash 

1 Mr. R. P. Brooks, in an excellent article in the Political Science Quarterly, vol. 26, 
makes the statement that the cash tenancy system is on the increase in Georgia. This 


was true from 1880 to 1900. For the last decade the proportion of cash tenancy 
decreased a little. 
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tenants, while in the North the cash tenants conform 
to the doctrine of the economists and produce appre- 
ciably more than the share tenants. In cotton yields 
the case is unmistakeable; the share tenant produces 
more than the cash tenant. The explanation is not 
far to seek. In the North the tenant follows largely 
his own plans and impulses. In the South the share 
tenant is supervised minutely, doing the farm work 
as prescribed by the landlord, while the cash tenant 
is left much more to his own devices. Hence the share 
tenant does better farming than his own judgment 
would prompt him to do; the cash tenant does 
poorer farming than his best economic interests would 
suggest. 

The relation of the value of land to tenancy in the 
South, as elsewhere, is a vital one. It may be viewed 
in two ways: first, that of the average value per acre 
of all owned land as compared to the average value 
of all tenant land. The second viewpoint is that of 
counties in which land is high in price in comparison 
with counties in which the price is low. It is by coun- 
ties rather than by states that conditions sufficiently 
similar to be comparable are found. In state after 
state, the land held by the tenants is higher in price, 
usually much higher, than is the owned land. The 
difference in the leading cotton states in this respect 
is from 16 per cent in South Carolina to 60 per cent 
in Texas. In Virginia, where there are many kinds 
of agricultural undertakings in evidence, but with no 
one crop by which a great portion of the farm area 
can be exploited, and where ownership is increasing, 
the value of owned land is above that of tenant land 
by about 10 per cent. In Florida also the situation is 
reversed, owing to the high values of fruit and truck 
farms, which are mainly operated by owners. 
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The above comparison is made by taking the owned 
and the tenant land, with no regard as to the district 
in which it may lie. Quite another viewpoint is gained 
by selecting a considerable area within which com- 
paratively good land predominates, and a similar 
area where cheap land predominates. Comparisons 
as to tenure may then be tried. No results appreciably 
different, however, are obtained. The conclusion is 
that the same forces are at work whether the farms 
high in price are intermingled with those low in price, 
or whether they are separated. In the ten counties 
having the highest priced land of Georgia the percen- 
tage of tenancy is 71.3 as compared to 65.6 per cent 
for the state. In Texas, the ten counties with land 
highest in price show 63.3 per cent of tenancy as com- 
pared to 52.6 per cent for the state. In North Carolina 
50 per cent against 42.3. The counties with the low 
prices of land are in nearly all cases below the average 
in tenancy. The exceptions to this general rule are, 
as appears elsewhere, the instances of special crop 
production, such as fruit, where the land is above the 
average in value, but where tenants are relatively 
few. 

The relation of tenancy to the character of the crop 
grown is close. Here as elsewhere the tenant grows 
mainly the money crops which can be planted and 
harvested within a single season. The most con- 
spicuous of such crops in the South is cotton, 60 per 
cent of which is grown by the tenants. Tobacco is 
another crop popular among tenants, altho they pro- 
duce only about their proportional share. The great 
contrast between the farming done by tenants and that 
done by owners is seen in the figures for live stock, the 
crops fed to live stock, and in the value of buildings and 
machinery. The situation is about the same through- 
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out. The tenant grows much less than his proportional 
share of corn and oats, and about half his proportional 
share of hay and other forage crops, and he owns less 
than half his proportion of the live stock. 

In buildings the tenant is still further short, having 
hardly more than one-fourth the value of such equip- 
ment as is found on the farms of owners. In machinery 
the proportion is not quite so low as in buildings. In 
the North the tenant farm does not differ greatly 
from the owned farm in size, while in the South it is 
decidedly smaller. In the cotton states the tenant 
farm is but about one-third as large as the owned farm; 
in the other southern states approximately half as large. 
It is plain that the southern tenant has under his charge 
very much less property than has the northern tenant. 
In the North the tenant manages not far from nine 
thousand dollars’ worth of land and equipment. In 
the South he has the management, with much less 
independence, of a farm with its equipment worth 
not over one-fifth as much. The northern tenant is 
substantially an independent farmer; the southern 
tenant is not. 

The Census Bureau in 1900 made a very interesting 
study of negro tenancy for selected counties, taking for 
certain states the fifteen counties with the largest pro- 
portion of colored farmers, and the fifteen counties 
with the smallest proportion. It was found that 
unmistakably the proportion of owned farms was 
higher where the negroes were few than where they were 
many. The conclusion was that “ the negro, at least, 
makes the better progress the more closely he is asso- 
ciated with the white man and the more he is enabled 
to see in the example of the white man an incentive 
for becoming a landowner. Take away this example 
by segregating the colored man from the white, as in 
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the black belt of the South, repeat Haiti in a lesser 
degree, and some of the Haitian conditions are repro- 
duced.”’! A similar study of the 1910 data for four 
of these states, Georgia, Alabama, Mississippi, and 
Texas, fails to reveal a further development in the 
direction indicated by the investigation of 1900. In 
the blackest counties there was, it is true, a decrease 
in the percentage of negro owners, likewise of white 
owners. But unfortunately for the theory that negroes 
scattered among whites would be inspired to greater 
efforts and greater achievements, the negro owners 
under these conditions also decreased. They decreased 
at even a greater rate than in the black belt, as may be 
seen in the table: — 

Per CENT oF Farms oF Speciviep TENURES, OPERATED BY WHITE AND 


Necro Farmers, 1910 anp 1900 rn seLEcTED CouNTIES OF 
AtaBAMA, GEORGIA, MISSISSIPPI, AND TEXAS 


(a) In 16 counties in each State with largest per cent of 


Negro Farmers 
State Farms operated by white Farms operated by negro 
Date Owners Tenants Owners Tenants 
Alabama .... 1910 59.2 40.8 8.8 91.2 
1900 61.2 38.8 8.5 91.5 
LL aa 1910 57.5 42.5 28.3 71.7 
1900 60.9 39.1 28.9 71.1 
Georgia...... 1910 56.5 43.5 14.6 85.4 
1900 59.5 40.5 17.4 82.6 
Mississippi .. 1910 50.2 49.8 72 928 
1900 58.7 41.3 8.1 91.9 


(b) In 16 counties in each state with smallest per cent 
; of Negro Farmers 
Alabama .... 1910 59.2 40.8 32.2 67.8 


1900 648 35.2 39.2 60.8 
Texas ..... 1910 513 487 20.6 79.4 
1900 57.1 429 33.3 66.7 
Georgia .... 1910 548 45.2 245 75.5 
1900 594 406 27.3 72.7 
Mississippi... 1910 61.7 38.3 31.7 683 
1900 70.0 30.0 38.6 61.4 


1 Twelfth Census, vol. v, p. xii. 








494 QUARTERLY JOURNAL OF ECONOMICS 


On very few occasions have renters in any part of the 
United States acted in a concerted manner on economic 
problems. There have seldom been any recognized 
tenant issues. In the state of Texas, however, a little 
over a year ago an organization of tenants was formed 
for the purpose of bettering the conditions of renting 
land, and if possible, doing away with it. The organiza- 
tion is called the ‘‘ Renters’ Union of America.”’ The 
resolutions passed at a meeting of this body savor 
strongly of single tax doctrine. This is interesting, 
especially in that it recognizes the undoubted fact 
that speculation and tenancy are intimately related. 
When men buy land with a view to sale at a higher 
figure within a comparatively few years, even tho the 
income in the form of rent be of secondary consideration, 
a large portion of such land will be for rent. Except 
in a new country it is seldom profitable to hold land 
out of use while waiting for a rise in price. Therefore, 
the land of the speculator is for rent, and in the larger 
share of instances such a landlord prefers to rent for 
cash, and worries very little about the welfare of the 
farm or of the tenant. Against these conditions the 
“‘ Renters’ Union of America ’”’ passed a series of long 
and drastic resolutions, among which was one favoring 
a tax “to the limit on all land held for speculation 
or exploitation.”” They declared that “ use and occu- 
pancy ” was the only just basis for title to land. 

At the meeting in 1911, the Union took a stand 
against cash rent altogether and voted that share rent 
should not exceed one-third of the crop in grain, or 
one-fourth in cotton. At the 1912 meeting, however, 
this action was rescinded and the matter left to the 
discretion of the county organizations. The success 
of a tenant movement in the South will find its greatest 
obstacle in the high proportion of negro tenants, who 
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are not capable of effective organization. Where the 
majority of the farmers of a state are tenants and at 
the same time voters, it would seem possible that politi- 
cal action might be taken by which the speculative 
value of land would be reduced. That this would 
reduce rents is another question, tho it might result 
in larger ownership of land by farmers. 
Unquestionably, the greatest evils of tenancy center 
about the fact of frequent, almost constant, moving 
from farm tofarm. In the South about half the tenants 
move every year. The average period of occupancy 
by tenants is therefore but a very few years. In the 
North the same condition predominates, tho not in a 
form so exaggerated. Home and neighborhood ties, 
interest in schools, in organizations, or in any com- 
munity affairs can hardly be expected of people who 
are almost destined to sever their connections with a 
given community and move to another within a year 
or two. For these undesirable conditions a favorite 
remedy is the long lease. No doubt the longer lease 
would carry with it certain desirable results. It is, 
however, not easy to comprehend how the long lease 
is to be put into effect where landowners stand ever 
ready to sell their land. Again, if landlord and tenant 
cannot agree to continue from year to year the arrange- 
ments of a short lease, it is questionable whether or 
not they would be able to enter into an agreement 
for five or eight years and carry out the contract in a 
way satisfactory to both. England is pointed out 
frequently as the splendid example of the land of the 
long lease. It is true that the tenure of the tenant is 
usually secure; but, contrary to the prevalent notion, 
the lease is in most instances a short one. The landlord 
finds a suitable tenant and keeps him almost indef- 
initely, — often a lifetime. But in England very little 
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land is for sale, and few tenants hope to become land- 
owners. In America the greater number of farms are 
for sale, and the majority of tenants acquire land 
ownership sooner or later. During this stage of fre- 
quent sales of farms, the long lease will not be viewed 
with favor by the landowner. Neither must it be 
taken for granted that the tenant will always take 
kindly to the longer contract. 

An impoverished soil and an impoverished people 
will result from a continuation of the present unstable 
conditions in the matter of tenancy. There are, no 
doubt, counteracting forces. A slackening in the 
advance in land values will make for stability in owner- 
ship and a better landowner class. Education con- 
cerning the nature of soil and crops will improve the 
tenants as well as other farmers. Better organizations 
through which to effect the marketing of farm products 
will encourage farmers, including the tenant. A better 
system of farm credit will make the acquisition of land 
easier. This seems to be the effect in Europe, notwith- 
standing the tendency of better credit to raise the prices 
of land. Better schools and better roads, — in fact, 
better rural conditions of every sort, — will stimulate 
a desire to own land and keep the farm people on 
the farms. The need for a plan by which the young 
farmer can become a landowner, and also a plan under 
which the tenant system can be made tolerable, are 
beyond doubt among the greatest needs of American 
agriculture, and especially of the South. No ready 
made program suggests itself; the remedy will un- 
doubtedly be one of many ingredients. Thus far we 
are just beginning to gain a sufficient knowledge of the 
case to admit an intelligent diagnosis. 


BENJAMIN H. HIBBARD. 
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SUMMARY 


Conservation distinguished from the conservation movement, 497. — 
The relation between utilization and exhaustion, 499. — Economic 
conditions which determine the rate of exhaustion when resources are 
controlled by individuals, 503. — The connection between the condi- 
tions which result in economical utilization by individuals and those 
determining the aggregate depletion of natural resources, 509. — The 
costs of conservation, 512. — The absolute limits of conservation, 515. 
— Conclusions as to conservation policy, 518. 


I 


It is not safe, without some preliminary definition, 
to attempt a scientific consideration of a concept which 
is chiefly a product of popular discussion. In America 
the idea of conservation has developed from a generai 
recognition of rapidly increasing scarcity of natural 
resources. The westward expansion of the cotton and 
wheat industries, with the attendant exploitative 
methods of production, has been checked by the attain- 
ment of the ultimate frontier. The nation has reached 
the point where it is possible to make a rough inventory 
of its mineral resources. Scientific estimates have 
caused a rude awakening from the dreams of vast 
undiscovered treasures which influenced the national 
outlook until recent times. The popularity of the idea 
of conservation, however, has resulted in the extension 
of the idea and terminology of the conservation move- 
ment, to many new fields; and the essential issues have 


been beclouded by the multiplication of phrases such as 
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“‘ conservation of the home,” “‘ conservation of labor,”’ 
and “ conservation of health.” 

It is desirable to confine the idea of conservation to 
its original application to natural resources. Even in 
this sense the concept as developed in the conservation 
movement comprises several distinct purposes, which 
are not clearly separated in the popular mind. In the 
first place, it expresses a demand for a fair distribution 
of the natural resources not yet alienated. Of such a 
character is the recent popular demand that the Alaskan 
coal fields be not allowed to fall into the clutches of the 
syndicates. Somewhat akin to this are the more radical 
demands for redistribution of the natural resources 
already alienated. Much of the popularity of the 
movement has probably been due to the emphasis 
upon the problem of distribution. 

Another phase of the movement is purely educational. 
The habit of exploitation, once fixed, is so strong that 
individuals will frequently continue their wasteful 
practices after they become uneconomic even from the 
point of view of individual self-interest. This aspect of 
conservation leads to the promotion and encourage- 
ment of scientific research and invention. Further- 
more, it involves an educational policy that will result 
in widespread knowledge of those methods of economic 
utilization of natural resources which are consistent 
with individual self-interest. Altho it is difficult to 
estimate the amount of conservation that may be 
effected by such processes of enlightenment, it is 
certain that a large amount of inertia needs to 
be overcome. Self-interest is not always awake to 
its opportunities. The English farmer pursued his 
thousand-year-old custom of bare-fallowing long after 
the superiority of turnips as a fallow-crop had been 
demonstrated. 
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Neither of these aspects of the conservation move- 
ment involves problems which are peculiarly novel in 
their scope, however great their intrinsic difficulties. 
The real heart of the conservation problem presents 
an issue which taxes the resources of economic theory 
to the utmost. This issue is the problem of adjusting 
the conflict between the interest of present and future. 
It is the purpose of this paper to estimate the extent 
of this conflict of interest and to point out the economic 
possibilities of conservation. This is all the more 
important in view of the fact that in America the 
possibilities of conservation have been considered 
largely from the standpoint of natural science, while 
the economic limitations have been but little appre- 
ciated. 

It is first necessary to determine the relation between 
the utilization of natural resources and their exhaustion. 
If utilization did not result in exhaustion, the problem 
of conservation, as it was stated above, obviously 
would not exist. Accordingly, natural resources may be 
classified as follows: — 

I. Resources which exist in such abundance that 
there is no apparent necessity for economy, 
either in present or future. For instance, water 
in some localities. 

II. Resources which will probably become scarce in 
the remote future, altho so abundant as to have 
no market value in the present. For instance, 
building stone and sand in some localities. 

III. Resources which have a present scarcity, — 
1. Notexhaustible through normal use: water- 
powers. 
2. Necessarily exhausted through use, and 
non-restorable after exhaustion: mineral 
deposits. 








a 
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3. Necessarily exhausted through use, but 
restorable: forests, fish. 

4. Exhaustible in a given locality but restor- 
able through the employment of other 
resources of a different kind or of similar 
resources in different locations: agricul- 
tural land.' 


The relation of utilization and exhaustion thus is 
varied. Water-power is not depleted by rational use, 
and, strictly speaking, methods of conservation are 
unnecessary to prevent its being wasted. The use of 
water-power involves no greater waste of the actual 
power than does the non-use. There is no necessary 
conflict between present and future. It is true that 
other kinds of uses of the water, for instance, irrigation, 
may impair the stream-flow and lessen the power; 
and the denudation of forests may have a similar effect. 
The former, however, involves merely a choice between 
two methods of present utilization; the latter is con- 
nected with the problem of conserving forests. In the 
case of water-powers the question is primarily one of 
most effective present use. 

In some respects the conservation of resources such 
as forests, fish, and game does not involve the more 
difficult and fundamental phases of conservation. A 
forest destroyed can be restored. After the original 
stock is exhausted, the problem becomes one of econom- 
ical production and consumption. It differs from the 
problem of the production and consumption of wheat 
chiefly in the fact that the replacement of forests 


1 In terminology the above classification resembles one proposed some years ago by 
Professor B. E. Fernow; see his Economics of Forestry (p.10). In detail, however, the 
classifications differ widely. 

The above classification is not entirely logical. It is serviceable, nevertheless, in 
affording convenient pigeon-holes by means of which a preliminary order may be 
achieved in approaching the difficult problems involved. 
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requires a long period of time. The conservation of 
forests already in existence is a question of consump- 
tion. If there were no means of increasing the supply, 
the problem would be identical in character with that of 
conserving minerals. It would be necessary to make a 
definite choice between the present use and future uses. 
The possibility of reproduction mitigates, if it does not 
entirely remove, the conflict between present and future 
interests. The reproduction of forests demands a 
willingness to undergo a long production process for the 
sake of a future gain. In some instances the future 
gain may outbalance the present sacrifice involved in 
the costs of reproduction; but this is not always the 
case. The conservation of forests may impose a heavy 
burden upon present generations, for the sake of future 
generations. 

Minerals afford a tolerably clear-cut type of resources 
which are absolutely limited in supply and non-restor- 
able. It is necessary to make a definite choice between 
present and future.. Normally, when once used, the 
supply is exhausted practically for all time. The 
particular mine is poorer by reason of the extraction 
of its contents; and there is no reason for restoring to 
it from other sources the elements removed in the 
process of production. Not only is the particular mine 
poorer, but the entire potential supply of minerals is 
reduced by this utilization. This is absolutely true 
in the case of coal, petroleum, and natural gas. It is 
relatively true of most metals, such as iron, copper, and 
gold. There is some possibility of using iron and copper 
again and again for different purposes; and after it is 
mined, gold becomes a part of a permanent visible 
supply, which is but slowly reduced by abrasion and 
loss. Yet the most serious phases of the conservation 
problem grow out of the fact that some of the most 
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important elements, such as coal, petroleum, and iron, 
are being rapidly and completely used up without hope 
of replacement.! 

When land is employed in agriculture, the relation 
between utilization and exhaustion is not so clear and 
definite as it is in the case of mineral land. The prop- 
erties of land which are of importance in agriculture 
include such varied elements as the different kinds of 
nutritive salts, certain bacteriological conditions, the 
physical properties of the soil, rainfall and other climatic 
conditions, the prevalent direction of the wind, and the 
character of drainage. Some of these conditions, such 
as climate and slope, are practically inexhaustible. 
The chemical properties of the soil are probably exhaus- 
tible by utilization; but many of these properties exist 
in so great abundance as to make their removal by use a 
matter of little significance. Even those properties 
which are scarce and exhaustible, such as potash and 
phosphorous, may be restored by carrying these ele- 
ments from other localities. And altho this does not 
result in absolute conservation, — since the total world 
supply is to that extent depleted, — it may represent 
conservation from the standpoint of the locality in which 
the restoration is effected. Some agricultural experts 
maintain that through rotation of crops, animal hus- 
bandry, and other scientific methods, it is possible to 
prevent the impairment of soil fertility without relying 
on elements brought from other localities. From a 
physical standpoint agricultural land is not necessarily 
exhaustible. 

It is of the first importance, however, to distinguish 
between the physical and the economic possibility of 
conservation in agriculture. If the soil elements in a 
given location are sufficiently valuable, the expense of 


1 See Van Hise, The Conservation of Natural Resources, pp. 16-102. 
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replacement will be incurred; otherwise, it may prove 
more profitable to use them up without replacement. 
On the frontier, low land values have rendered exploita- 
tion a very profitable mode of utilization. Moreover a 
system of utilization capable of maintaining the soil 
elements unimpaired, by means of rotation of crops or 
by other scientific methods, in many cases may not 
satisfy the criterion of maximum profitableness. For 
instance, there may be one crop which, if it could be 
produced year after year without diminution of product, 
would yield a larger return than other crops in the 
rotation. The difference in productivity between this 
favored crop and the other crops necessary to maintain 
the soil fertility may properly be regarded either as an 
expense necessary to the production of the favored crop 
or as an expense chargeable to depreciation. In either 
case the soil elements have an exhaustion value similar 
to that of the coal removed from the mine. In short, 
it is not necessarily true that the method of utilization 
which results in conservation is the method which 
results in maximum profits. 


II 


In this country the owner of natural objects has 
practically complete control so far as utilization is con- 
cerned. There has been, as yet, but slight development 
of legal machinery for limiting his right of use and abuse. 
Most of our natural resources are already subject to the 
limitations of individual property rights. Is private 
property in natural objects favorable or unfavorable to 
the realization of the ideals of the conservationist ? 
This depends upon the extent to which the individual 
will find it profitable to employ methods of conservation 
in the utilization of the natural resources under his 
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control. It has already been suggested that conserva- 
tion may be or may not be a profitable policy for the 
individual in utilizing the natural resources in his 
possession. It is essential, therefore, to inquire what 
are the conditions which, in the case of the individual, 
determine the profitableness of a conservation policy. 

At the outset, it is essential to distinguish conserva- 
tion and accumulation. Motives of accumulation 
have little direct influence on the motives which deter- 
mine the methods of utilizing private property. Accu- 
mulation has become a generalized process — a process 
which, by reason of the system of division of labor 
and exchange, demands not the laying by of a concrete 
production good for future use but the accumulation of 
a fund of generalized purchasing power. A farmer, 
for instance, does not necessarily increase his level of 
accumulation by preserving intact the actual farm 
which he possesses. His chief object is to derive from 
the farm the largest possible net income, and from this 
income to effect whatever accumulation he desires. 
When land is cheap, the farmer may be able to acquire, 
and therefore accumulate, a much larger quantity of 
wealth by exploiting the soil than by the more laborious 
and less profitable process of conserving it. _ 

Whether or not the individual will pursue a policy of 
exploitation or one of conservation, depends on a num- 
ber of conditions, the most important of which are the 
rate of interest, the law of diminishing productivity, and 
the value of the natural resources under the individual’s 
control. 

The influence of the rate of interest may be illustrated 
by the motives which govern the owner of a coal mine 
in the utilization of his property. It may be assumed 
that a portion of the content of the mine will yield a 
surplus above the expenses of removal under the most 
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favorable conditions of appropriation. This portion of 
the content of the mine constitutes a valuable property, 
which the owner is anxious to enjoy. Were it possible 
to remove all of this content in the present as cheaply 
as over a period of time, the owner would most certainly 
do so. This is true because the proceeds from the sale 
of the product may be put out at interest, whereas the 
mineral yields no interest so long as it remains unsold. 
It is assumed, of course, that no changes in the price 
of the product are anticipated. 

The owner is prevented, however, from the immediate 
appropriation of the entire valuable content because 
the removal of the product is subject to the law of 
diminishing productivity. After a certain rate of 
removal is achieved, an increase in that rate results in a 
smaller return per unit of expense. The additional 
mineral is removed at a higher expense per ton, and 
the average net return per ton declines. By postponing 
the extraction of this additional coal until some future 
period, the owner of the mine can remove the entire 
content at a minimum expense. 

Hence the owner of the mine is confronted by a 
dilemma. If he postpones the appropriation of the 
coal, he loses the interest on the invested returns from 
his product. If on the other hand he attempts to 
appropriate the entire quantity of mineral, the expense 
of appropriation becomes so great that the surplus per 
ton is greatly diminished, if not entirely destroyed. 
In short, there is a continual conflict between the 
motives of future appropriation and the motives of 
present appropriation. 

The rate of extraction of the coal which will be most 
profitable to the owner is necessarily a rate between 
the two extremes which have just been explained. 
If the interest rate is high, the postponement of removal 
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until a future period becomes less profitable than would 
be the case under a lower rate of interest. The greater 
amount of interest which may be secured from the 
realized product more than balances the loss from 
diminisiuing returns through an increase in the rate of 
present removal. Thus the general effect of a high 
interest rate, other things being equal, is rapid exploita- 
tion; whereas a lower interest rate makes a policy of 
conservation more profitable to the owner. 

It follows that if the mineral capable of yielding a net 
return under the most favorable conditions of extrac- 
tion is sufficiently limited in quantity, the owner will not 
find it to his interest to proceed at so rapid a rate of 
utilization as would be profitable according to the impli- 
cations of the Ricardian theory of rent. For this theory 
implies that the process of appropriation at any time 
will continue so long as the removal of an additional ton 
will yield a return equal to the necessary expense. If, 
however, the present value of the net return which the 
same coal will yield when its removal is postponed until 
a future time, is more than zero, the owner of the mine 
will find it profitable to stop short of the point where 
present returns just equal expenses. The more defi- 
nitely limited the coal, and the lower the interest rate, 
the larger the surplus on the intensive margin. In so 
far, then, as the individual owner of limited natural 
resources recognizes their exhaustibility, his best interest 
dictates the practice of a greater amount of conserva- 
tion than is implied in the Ricardian theory of rent. 
This tendency, however, is definitely checked by the 
counter-tendency to discount the future, in proportion 
to the height of the interest rate. 

The market value of the natural resource influences 
the rate of utilization in several ways. In the first place, 
the rise of value increases the amount of land that may 
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be profitably utilized. It becomes profitable to farm 
new areas, to sink shafts in mineral deposits which it 
would not have been profitable to mine under the lower 
level of prices, and to seek lower levels in the old shafts. 
In short, the result of the increase in value is to increase 
rapidity of utilization by stimulating the appropriation 
of resources hitherto not subject to use, thereby intensi- 
fying the drain upon the supply of natural resources. 

The second result of the increase in value is to en- 
courage a more intensive utilization of the resources 
formerly employed. This is the “ law of substitution.” 
More labor and capital goods are employed, and less 
land, in proportion to results. Does this mean conser- 
vation or more rapid utilization ? There has been a 
widespread belief that an intensive use of land is a 
conservative use and that high land values will result 
in a cessation of soil mining. In general, however, a 
more intensive use implies merely the association of a 
relatively large amount of labor and capital with a given 
surface of land. A larger amount of labor and capital 
associated with a given surface may mean a more rapid 
util&ation of the content of the land than under more 
extensive methods. It may mean deeper plowing, 
more frequent cultivation, larger harvests, more rapid 
exhaustion. Often this is true even of so-called scien- 
tific farming; as, for instance, seed selection, which may 
result in more bountiful harvests and probably a more 
rapid exhaustion. Even the application of manures has 
the effect of a stimulant, releasing more rapidly some of 
the less abundant stores of fertility. 

There are several reasons, however, which justify the 
view that utilization will tend to be exploitative when 
land is cheap, and conservative when it is dear. In 
the first place, conservation frequently requires a pres- 
ent expenditure in order to prevent the waste or 
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deterioration of the residuum of resources not imme- 
diately needed. For instance, it may be possible to 
retard the erosion of the soil by present expenditures 
in terracing and drainage. The economic problem 
involved is the balancing of present expenditures against 
future benefits. A similar problem is encountered in 
forest culture. The same action may affect a number of 
future periods, some near in point of time and some 
remote. The sum of the successive future benefits — 
each benefit having been discounted at the prevailing 
rate of discount on the future — represents the total 
benefit to be balanced against present expenditure. 
The more valuable the natural resource, the more 
likely is the owner to pursue a policy which will prevent 
the waste of the land by utilization or otherwise. 
Moreover the rate of discount on the future plays an 
influential role in this phase of conservation as in others; 
for the higher the rate, the smaller is the present value of 
the expected benefits to be balanced against the requisite 
present expense. 

In the second place, high value of a natural object is 
favorable to conservation because a tendency results 
for other less valuable resources to be substituted in 
place of it. Had our government followed the policy 
of carefully restricting the alienation of mineral re- 
sources so that the value of coal might be higher, the 
water-powers of America would probably have been 
fully utilized a generation ago. 

The effect, therefore, of the rise in the value of natural 
resources is two-fold: first, to increase the quantity of 
resources that are brought under utilization; and second 
to create motives for economizing those already in use. 
In the one direction the influence is favorable to con- 
servation; in the other direction, unfavorable. 
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III 


If we widen our point of view and consider utilization 
and conservation from the standpoint of society, the 
explanation of the paradox just noted will be seen to 
arise from the conditions which determine market 
value. If the potential supply of the natural object is 
fixed, the value is a resultant of social demand. On the 
quantitative side, social demand depends upon the 
means of utilization. In the last analysis human labor 
constitutes the effective means of utilizing natural 
resources. It is true we must include not only living 
labor but also ‘ dead labor,” as embodied in capital 
goods. Moreover, much depends on the efficiency 
of the labor and the scientific direction which it receives. 
On the quantitative side the number of laborers, the 
duration of labor, and the efficiency of labor constitute 
the essential factors in social demand. 

Much; however, depends upon the character of wants. 
If men desire chiefly commodities which require a large 
amount of natural resources for their satisfaction, the 
social demand for the objects of nature will be corre- 
spondingly great. Moreover, human wants may be 
diverted from objects which require very scarce re- 
sources to those objects which are the products of more 
abundant resources. 

If through any of the above causes social demand 
increases, the existing supply of natural resources will 
acquire a greater importance, and utilization will 
increase at a more rapid pace. Therefore, in spite of 
the fact that the increase of social demand results in 
higher values of natural resources, and consequently 
more economical methods of use, a greater aggregate 
depletion of those resources may result. One hundred 
and fifty years ago the prevailing methods of farming 
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were wasteful in the extreme; but the aggregate drain 
upon our natural resources was as nothing compared to 
the present annual depletion, even tho higher land 
values may now result in more careful methods of use. 
Then we were carelessly scratching the soil on the 
Atlantic seaboard; now we are digging deep into the 
fertility of a continent. 

Since an increase in social demand results in a great 
increase in the aggregate utilization of natural resources, 
it follows that conservation may be effected by measures 
whose result is a decrease in social demand. Such a 
decrease may be effected by the restriction of popula- 
tion or by changes in the character of wants. Altera- 
tions of these kinds, however, are exceedingly difficult 
to bring about by positive social action. 

The preceding analysis has shown that even if social 
demand be decreased, without a corresponding decrease 
in the supply of natural resources, the values of such 
resources will be low and methods of utilization will 
become careless and wasteful in the extreme. Hence, 
in order both to reduce the aggregate exhaustion of 
natural resources and to bring about careful methods 
of utilization, it is essential to reduce the available 
supply of such resources as well as to curtail the social 
demand. 

In considering the conservation of the natural re- 
sources of a nation, it is important to suggest that 
much depends on the distribution of social demand 
with reference to the supply of natural resources. At 
all times social demand is more concentrated in some 
parts of the nation than in others. Population is not 
evenly distributed, and values of natural resources are 
unequal in different sections. Hence, with a given 
general relation between demand and supply there may 
be great waste in methods of utilization in the less 
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thickly peopled regions, while conservation methods 
may be employed in the regions of dense population. 
This suggests what might have been a partial solution 
of the conservation problem had our fathers cared to 
provide a solution. The frontier has been the line of 
minimum social demand for natural resources in pro- 
portion to the supply and, therefore, the line where the 
most wasteful methods of utilization have been followed. 
Even now it is in our outlying districts, where natural 
resources are abundant and cheap, that the greatest 
waste occurs. Had our fathers made the frontier a 
dead-line which might not be extended until sufficient 
social demand existed to create high land values at 
once, a maximum economy of utilization might have 
resulted. Even now that the frontier has disappeared, 
the unequal pressure of social demand in the less densely 
populated regions requires such a policy as an effective 
means of promoting conservation. The frontier has 
been as much responsible for high interest rates as for 
low land values, because of the high marginal produc- 
tivity of capital; and this is true today in outlying 
regions. Here is another reason why exploitative 
methods prevail in such regions. 

The difficulty of accomplishing such a policy as has 
been indicated is obvious. The historian well knows 
the tremendous political forces that would have pre- 
vented its being carried out, even had its importance 
been appreciated. Our government has reflected the 
powerful social pressure for immediate utilization. 
Let anyone who is optimistic as to the reliance that may 
be placed in the ethical spirit of society when called on 
to deny itself the enjoyment of a vast and virgin domain 
consider what would have been the probability in the 
period from 1830 to 1850 of persuading the American 
people to support a policy of restriction of the alienation 
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of the public domain in order to conserve it for future 
generations. 

Assuming the social demand fixed, and leaving out of 
account improvements in technique, conservation can 
be effected only by bringing about less wasteful methods 
of utilization. This may be accomplished directly by 
compelling individuals to employ methods that will 
result in conservation; or it may be accomplished 
indirectly by limiting the supply of natural resources 
and creatiug the inducement to conservation which 
arises from high value of such resources. If the land- 
owner is already employing methods of utilization 
most consistent with individual profit, either of these 
policies is likely to involve a heavier expense per unit 
of result. If by direct action the individual is com- 
pelled to remove his coal less wastefully, or to employ 
more careful methods of preserving his soil, his expenses 
of production will be increased; and these extra ex- 
penses will presumably be transferred to the consumer. 
If on the other hand it is attempted to accomplish the 
same results indirectly by so restricting the supply of 
natural resources in the hands of producers that it will 
be to their interest to use intensive methods of opera- 
tion, it is no less true that the expense of producing 
the product will probably be increased. Society must 
bear the burden. If mine owners are required to sub- 
stitute wooden supports for the columns of ore which 
are now employed to support the roofs of their mines, 
coal that would otherwise be lost may be saved for 
the future; but coal for present use will likely be 
more expensive. If farmers are compelled to restore 
fertility to the soil or to practise diversified agricul- 
ture, wheat may not be so cheap as when produced on 
the frontier by the wasteful methods of the one-crop 
system. 
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The process of substitution which results from high 
values is not merely a substitution of cheap land for 
dear land; it may also involve a substitution of labor 
for land. This is true of many of the measures which 
the conservationists suggest. It is probably true in the 
case of scientific forestry in the United States. The 
assertion is sometimes made that it is impossible to 
rely on individual enterprise to carry out a consistent 
policy of forest culture because the lifetime of the 
individual is too short. The disinclination of the 
individual to engage in forest culture is not thus suffi- 
ciently explained. If it were apparent to our large 
capitalists that the present value of the future return 
to be derived from the forest when mature would be 
enough to repay the expense plus a legitimate profit 
(allowance being made for risk), the remoteness of the 
return, as compared with the length of human life, 
would not constitute a serious discouragement. At 
any given time, the investment would have a capital 
value which might be turned into cash. It would be 
possible for large corporations to undertake such 
enterprise, and for the individual investor to realize 
on his securities at any time, as in the case of any other 
business. One of the chief reasons why this situation 
fails to develop is that normally the remote return has in 
fact too small a present value to justify the necessary 
expense and risk. It is important, therefore, to realize 
that while many considerations justify the government 
in making the necessary provision, the policy may repre- 
sent an increased burden on the present generation for 
the benefit of a future generation. 

In short, conservation, as distinguished from mere 
education in rational methods of use, is generally a 
policy which increases the burden of the present; 
assuming of course that there is no change in the quality 
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or quantity of social demand. This conclusion, like 
so many others in economics, rests on the assumption 
that the forces of competition which cause individuals 
to reduce expenses of production to the lowest limits 
also cause those minimum expenses to correspond to 
minimum social costs of production. Economists 
realize that this correspondence is not complete. There 
is a lack of correlation in individual expense and social 
cost because of the considerable friction in the operation 
of competitive forces. Nevertheless the correspondence 
probably is sufficiently close to justify the conclusion 
that methods of conservation are likely to increase 
the economic burden in the present. 

The absolute limits of conservation are now apparent. 
Society is confronted by the same choice that accumula- 
tion imposes on the individual: a choice between 
present satisfaction and future satisfaction. More- 
over, conservation requires that individuals lessen their 
consumption today in order that other individuals may 
enjoy the results of their abstinence. Hence, in so far 
as it involves the saving for the enjoyment of other 
generations what we might use for ourselves, it con- 
stitutes a type of ethical requirement which is upon 
a higher level than any that has heretofore existed, — 
an ethical requirement entirely novel in its scope. The 
ethical field is to be widened to include unborn genera- 
tions; not only those which will appear in the immediate 
future but also those which are yet enshrouded in a 
future limited only by the uncertain period of human 
life upon the earth. Few individuals have achieved 
an ethical level sufficiently exalted to induce them to 
curtail present enjoyment for the sake of shadowy 
generations yet to come. Let any policy be imposed 
at the present day the consequences of which are recog- 
nized by the general public as resulting in serious cur- 
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tailment of present enjoyments in the interest of a 
most distant future; and one would not have to be a 
cynic to predict an uprising of the individual against 
the organs of social control. 

The primary problem of conservation, therefore, 
expressed in economic language, is the determination 
of the proper rate of discount on the future with respect 
to the utilization of our natural resources. Some dis- 
count of the future, there must be. If society reduced 
the discount on the future to zero, the period of utiliza- 
tion would be increased to infinity; and therefore, the 
amount of present use would become infinitesimal. 
Conservation as a single principle of action involves the 
equal importance of future wants and present wants. 
It requires that the want of the infinitely distant future 
shall be as important as the want of the immediate 
present. Conservation as a single principle of action 
is reduced to an absurdity. 

Where is the proper balance between utilization and 
conservation ? Philosophically considered, the question 
cannot be answered with finality without such a definite 
comprehension of the purpose of human existence as 
has not been vouchsafed the race. In the absence of 
more infallible foundations we shall doubtless lean on 
the “‘ crutch of common sense.”’ Certainly, most of us 
would agree that utilization must not be so restricted 
as either to impair the treasured results of past progress 
or to handicap seriously the rate of progress in the 
future. A philosophical historian might well ask what 
would have been the outcome had the American land 
policy from the earliest time been a conservative one. 
Had the original policy inaugurated by the London 
Company, of charging twelve pounds ten shillings per 
hundred acres, been continued, our frontier might yet 
be east of the Mississippi River; and almost certainly 
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the rapidity of our national progress would have been 
materially less. That the vast material and intellectual 
progress which has coincided with the development of 
the New World would have been retarded cannot 
be confidently asserted; but it appears extremely 
probable. 

Altho there is a close connection between the utiliza- 
tion of natural resources and the rapidity of social prog- 
ress, the connection is by no means so complete as at 
first appears. Exploitation results in maximum pro- 
duction under certain conditions, but maximum produc- 
tion does not necessarily mean progress. A bad system 
of distribution may produce a degraded proletariat 
dominated by an equally degraded plutocracy. Maxi- 
mum production may be accompanied by a manner of 
life which is not consistent with the highest social 
development. A bad distributive system may demand 
more rapid production, and therefore a more rapid 
utilization of the resources of society, without bringing 
to the great majority of our people the satisfactions 
which rational and legitimate present needs appear to 
justify. A vast amount of consumption is neither 
based on welfare, nor on enjoyment; it is solely dictated 
by convention. The enormous waste of coal required 
for the electrical advertising in our great cities is illus- 
trative of this exploitative consumption. As Professor 
H. J. Davenport has expressed it, ‘“‘ Every great White 
Way in every American city is nightly one more chemi- 
cal orgy of waste, a crime of competitive advertising 
for which some day thousands of individuals must 
shiver for months.’! The necessities of conservation 
may compel the economist to enlarge his field so as to 
apply the test of economy as one of 'the criteria for the 
justification of wants. 


1 Papers and Discussions of the Twenty-Third Annual Meeting of the American 
ic A iati D ber, 1910, p. 330. 
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A few broad conclusions with respect to policy follow 
from the above discussion. In the first place, conser- 
vation appears to be consistent with the continuance of 
the existing socio-economic order. Under proper 
social conditions the utilization of natural resources 
may be entrusted, to a large extent, to the individual 
property owner. However, unless social conditions are 
favorable, it is folly to expect methods of conservation 
to be employed by the individual. Merely urging the 
landowner or entrepreneur that he ought to conserve 
his land will not convince him of this sacred duty when 
it means business ruin and elimination from the com- 
petitive race. Short sighted travellers from Europe, 
for generations, have criticised the exploitative methods 
of the American frontier farmer and have urged upon 
him the careful soil-preserving methods of the old 
world. The remonstrances of these critics have been 
unheeded, not because the frontier farmer was unintelli- 
gent, but because of cheap land and high interest rates. 
It would be equally futile to try to regulate at every 
point the methods of utilization. In agriculture, were 
the motives of exploitation sufficiently powerful, a 
standing army would be inadequate. 

The line of least resistance appears to be in the crea- 
tion of proper social conditions which will provide the 
motives of conservation. A most important social 
condition is the interest rate. In all cases the interest 
rate must be rendered as low as possible. To this end 
adequate credit agencies should be provided for those 
who own and operate natural resources. Over a short 
period, however, government can control the interest 
rate less than it can control the value of natural re- 
sources. This is the second great instrument for con- 
trolling, by indirect means, the individual who utilizes 
natural resources. Conservation requires the creation 
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of high values; but this must be accomplished through 
the socialization of those resources which are not used, 
and of those which, on account of their relative abun- 
dance, are being used in an exploitative way. In this 
manner values may be kept sufficiently high to cause the 
individual to accomplish the maximum result with the 
minimum of waste. 

The superiority of the state in its ability to borrow at 
a low rate of interest may dictate, in some directions, a 
policy of public utilization. An additional reason 
exists when the policy of conservation must be made 
applicable to a period especially remote. Experience 
appears to have proven the desirability of such a policy 
in the case of forests. It is possible that it may prove 
to be necessary in the case of mines. 

The improvement of the methods of utilization will 
avail little if the volume of result to be achieved is not 
curtailed. If social demand is allowed to increase by 
leaps and bounds, the most careful utilization may coin- 
cide with an enormous increase in the aggregate destruc- 
tion of natural resources. At this point are encountered 
questions of population and of luxurious consumption. 
The wisdom of the nations will be none too great to 
deal with these phases of the problem. 


Conservation is connected with some of the most 
difficult of the unsettled problems of economic theory. 
The preceding discussion has revealed in the back- 
ground at least three old problems of economic science, 
— problems which ever reappear in one form or another 
as the basic difficulties in the determination of concrete 
policies. Briefly stated, they are: (1) What is the 
criterion of social value? How may we compare the 
relative desirability of two social alternatives, such as 
the consumption of a commodity in the present or in 
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the future? (2) Shall organized society in collective 
action discount the future in the same manner and to the 
same extent as do individuals ? (3) Shall the direction 
of social policy be determined by national or cosmo- 
politan welfare ? 

A recognition of the limitations of conservation and 
of its dependence upon the unsolved riddles of economic 
science does not discredit in the least the conservation 
movement. It has already been pointed out that there 
is much to be accomplished in the promotion of rational 
methods of utilization which do not conflict either with 
individual self-interest or with the present well-being 
of society. It has been shown, too, that conservation 
may be accomplished without seriously interfering with 
the self-interest of the producing classes. It may even 
be cause for satisfaction that the movement has swept 
beyond the original issue and is making possible the 
development of a more rational land policy. Mean- 
while it remains for the economist to develop the the- 
oretical basis upon which the solution of the ultimate 
problems of conservation must depend. 


L. C. Gray. 


University oF WISCONSIN. 














REVIEWS 


SCHUMPETER’S ECONOMIC SYSTEM 


Setpom has clear and consecutive reasoning had more 
definite expression in economics than in Schumpeter’s two 
volumes.! Others may have anticipated many of his con- 
clusions, or formulated concepts and terminology akin to his; 
but to him belongs distinct recognition for the precision with 
which he has clarified concepts and marked metes and bounds. 
This feeling of appreciation would hardly come to one who 
had read the first volume only. That has an atmosphere 
of unreality, a purely hypothetical quality, so consciously 
acknowledged and so frankly adhered to, that the reader 
wonders whether or not his feet are on the ground. But the 
second volume quite justifies the first. The first is not, to be 
sure, absolutely essential to the second, considered from the 
standpoint of Schumpeter’s own system of thought; but 
current distinctions are so ill-refined as to justify such a 
preparatory dialectic, which relegates the hypothetical to 
its proper realm, that of the purely ideal or conceptual. 

This view can, perhaps, best be illustrated by considering 
a typical question, and one that serves to bring out some of 
the fundamentals of Schumpeter’s reasoning, — the distinc- 
tion between “static” and “dynamic.” The term “static” 
as ordinarily applied ? is hypothetical; but the static society 
so assumed is believed to reveal laws that dominate the real 
economic world in its flux and movement. In this view 
the tendency in the dynamic world is always toward an 


1 Schumpeter (1) Das Wesen und der Hauptinhalt der theoretischen National- 
dékonomie. Leipzig, 1908. (2) Theorie der wirtschaftlichen Entwicklung. Leipzig, 1912. 


2 E. G. Clark’s Distribution of Wealth, pp. 29-35. 
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equilibrium. In essential respects, the actual movement of 
economic life is thus a succession of equilibria, or of approxi- 
mations to equilibria, regularly upset, however, by the play 
of forces making for change, i. ¢., for the establishing of a 
new basis of equilibrium. The static is portrayed as a per- 
manent equilibrium that is never reached, but that reveals 
forces working toward equilibrium in the dynamic movement 
of the actual world. With Schumpeter the idea of equilib- 
rium in the dynamic field seems to have disappeared. The 
static is purely conceptual and arbitrary, bearing on the 
actual only to the extent that individuals are motivated by 
equilibrating desires for goods. And this, be it said, is in 
his view not a minor consideration. The influences in social 
environment and individual psychology making for constancy 
are powerful. But evolution cannot be explained merely 
by the play of “ frictional forces ” on an otherwise constant 
equilibrium of forces. There is an independent dynamic 
element, in real contrast with the static, and in such opposi- 
tion to the latter that under its influence organization of 
productive forces is fundamentally altered. The static- 
hedonistic principle, in this view, cannot account for eco- 
nomic evolution. A new agent must appear, and is duly 
found, —personified in the modern captain of industry. His 
motives are not the common ones of hedonistic calculation. 
He is dominated by energy, rather than by the balancing of 
outlays against gratifications; his activities have their own 
laws, and as a perennial agent of change, he obeys the 
dynamic impulses of his own nature. The static picture, 
therefore, cannot be the representation of an actual equilib- 
rium. There is no continuity or succession of static 
equilibria. Creative activity breaks any such continuity. 
A minority of individuals with sharper intelligence and more 
restless fancy than the average see and effect countless new 
combinations of productive units. It thus appears that we 
are dealing, not with a group of forces distrained from work- 
ing out their natural effects by disturbing influences, but with 
an interaction of individual types. These are actuated by 
different motives, the dynamic few by energy, the static 
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many by hedonistic calculation. The dominating activity 
of the former accounts for economic evolution. This static- 
dynamic contrast is clean-cut. It pictures not a succession 
of new levels based on a new balancing of value forces, but a 
succession of new productive combinations and of new pro- 
ductive and distributive results. 

To bring out the broader outlines of Schumpeter’s system, 
let us first examine the argument of his earlier volume. This 
is “‘ reinwirtschaftlich ” both in purpose and method. Its 
main theme turns on the exchange or price relation, and 
affords an interpretation of the valuation and exchange 
activities of individuals. This interpretation is used in no 
way to support any view of social consequences. It is 
divorced from all socio-political results. And the working 
out of such laws as those of diminishing utility and diminish- 
ing returns is ignored as outside of the field of pure economics. 
These laws lie within the precincts of pyschology and technol- 
ogy, respectively. The starting point of analysis is with the 
individual and given quantities of goods. Arrange these 
goods so as to yield a maximum of value and we have the 
static state. The whole field of pure economics is a de- 
scription of values in this state. The value-functioning 
process under these conditions is a simple one. Assuming 
a quantity of goods, ask the individual what he would give 
for successive units, rather than do without them. Construct 
from these data a demand curve. Similarly, build up a 
supply curve. The two curves must intersect, and as the 
result of this process value emerges. This is all we can get, 
no matter how far into psychology we may go. It should 
of course be borne in mind, even tho this is a matter of 
lengthy analysis, that the supply curve is in essence merely 
an inverted demand curve; so that what we arrive at is the 
intersection of two demand curves, not that of a demand 
curve with an essentially different supply curve. There is no 
vital difference between free and economic goods from a value- 
functioning standpoint. In this respect value and utility are 
synonymous. There is value-functioning in either case, even 
tho a marginal utility appears only in the case of economic 
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goods. Furthermore, there are values only above an existence- 
minimum in the case of each individual. That minimum we 
must allow and regard as an integer. This makes value 
analysis purposeless so far as concerns price interpretation. 
There is bound to be a discrepancy between values and 
prices. In consequence, the income problem cannot be solved 
by an explanation of value phenomena, for income phe- 
nomena are price phenomena. 

In working out his imputation doctrine, Schumpeter does 
not forget the premises of “ pure’’ economics. The goods 
and the factors are all treated as given quantities. They 
are not subject to variation in amount or to variable combina- 
tions. Land and labor are present in certain quantities, 
as are goods. Origins must not be searched in static anal- 
ysis, so that there is no occasion for a distinction between 
consumption and production goods. The crux of the theory 
of distribution is that the productive goods or services of 
worker, capitalist, and landlord are all indispensable to every 
productive act. If one chooses, he can impute the whole 
product to the services of each factor, for each is indispens- 
able. To take away any would be to destroy the whole 
product. But after imputing the whole product in turn 
to each factor, the resulting sums must obviously not be 
added together. The conclusion is that the specific products 
of units of separate productive factors cannot be said to have 
any independent existence. There is no measure of a just 
distribution. The moral claims of co-producers to specific 
portions of the total product are as confused after working 
out the problem of imputation as they were before. 

Wages and rent are the only static incomes. Interest is 
not a static form of income at all. The services of labor and 
of land are valued exactly as are goods of any order. Labor 
is a commodity, subject to a descending curve of utility and 
an ascending curve of cost. It therefore has a price and is 
subject to the laws of price. This conclusion is subject to 
non-competing group qualifications; even if these qualifica- 
tions be considered, unity may be attained by a process of 
abstraction. Avoiding this, there at least remains a con- 
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clusion, with negative implications, that the wage-phenom- 
enon extends as far as one can apply to labor, in a sense 
not too subtle, the formula of supply and demand, of pur- 
chase and sale. An interesting question of course arises as 
to the relation between costs of production of labor and wages. 
This, however, is thrust aside as separate from the problems 
of an “ Augenblicks-existenz,” — well illustrating Schum- 
peter’s perennial care to keep within static bounds. 

With rent, exactly the same principle of valuation applies 
as with wages or other prices. From the standpoint of pure 
economics, we need trouble ourselves about the peculiar 
properties of land as little as about the technical peculiarities 
of some machine. Its services are subject to purchase and 
sale, and these services command a price just as do those of 
labor. The Ricardian interpretation is rejected as merely 
an aspect of cost theory. It has no justification when that 
theory is abandoned. So far as concerns the value of land 
itself, considered apart from the value of its services, doubt 
is expressed of the propriety of discussing the problem as a 
static one. The present value of land depends on the dis- 
counted value of its future services. Likewise, replacement 
of capital goods worn out and investment in new capital 
goods are regarded as beyond the confines of static phe- 
nomena. 

Interest is a dynamic, not a static, phenomenon. In the 
static picture there is a fund of things saved, — an exact 
quantity, distributed among individuals in a definite way. 
To inquire how this came about would take us beyond our 
province. Then too, in this momentary view, production 
and its fruits are synchronized. Labor is paid for its services, 
land also for its services (to the owner); but there is no wait- 
ing, no discounting of future in the synchronized static 
process. A fund of goods is at hand once for all. These are 
used and there is no special payment for their productive 
services. One might comment that, for similar reasons, 
neither land nor labor services could command a price. 
All are provided; the fact that land and labor are original 
factors should not be of moment from a static standpoint. 
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As indicated at the beginning of this notice, statics and 
dynamics with Schumpeter have to do not only with different 
problems, but with different methods, and different materials. 
The two are independent structures. The second volume 
is therefore a unit in itself. Indeed, by reading this volume 
alone one might reach an appreciation of all of the essentials 
of Schumpeter’s system; for in this he sums up those aspects 
of his static analysis that bear ultimate conclusions. Some 
new elements, it would seem, are sketched into the static 
picture, with perhaps an altering of lights and shadows. 
The changes may be due to increased familiarity with Ameri- 
can economic literature, a familiarity little short of amazing 
in a foreign economist. 

The fact that value is essentially individual is re-empha- 
sized. There is a social value system — a social system of 
individual values. Its obverse is the price system. Prices 
are not a kind of social valuation of a good, but the result 
of antecedent circumstances which work under the impulse 
of many individual valuations. This viewpoint is quite in 
harmony with constancy in economic life. Indeed, in eco- 
nomic evolution, here is the element making for constancy. 
Agencies making for change must be sought elsewhere. At 
this point appears the identification of the static with the 
hedonistic, a unity much more clearly pronounced than in the 
earlier volume. The static-dynamic contrast now becomes 
a contrast between types of individuals. The persons 
actuated by the utility-disutility calculus are the static 
elements in the population. They are imitative, but not 
originative. A people made up entirely of such individuais 
would afford a civilization like that of China or India. And 
the majority of individuals in any society are of this type. 
But in an advancing economic society there is another ele- 
ment, the inventive or dynamic one, to whose activities 
economic evolution is due. This element is personified in 
the captain of industry. His work is to make new combina- 
tions, which are the basis of all economic change, as well 
as the cause of all surplus incomes. These industrial pio- 
neers and leaders are not motivated by the hedonistic 
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calculations of the masses of men. They may live in luxury; 
but they so live merely because they have the means to do 
so. Their motives are the joy of social power and of creative 
activity. Their winnings are merely the counters that score 
their successes. Not only this: their joy in activity itself, 
aside from any measure of accomplishment, is a psychic 
reality. Individuals of this type are the active agents of 
economic evolution. Schumpeter thus offers a super-man 
interpretation of economic progress, in main outline quite 
analogous to the sociological system of Gabriel Tarde. 

The new productive combinations of the genius of enter- 
prise give rise to a new scale of values. Goods have value 
now not only because of present uses, but because of future 
possibilities. A speculative element enters, corresponding 
to the values realized through the working out of new 
combinations. These values are “ the shadows of coming 
results, the harbingers of the immediate economic future.” 

The principle and process work thus: the entrepreneur 
buys productive services, and so withdraws them from their 
static uses; he expends them without further questioning 
their owners, and so forces economic activity into new chan- 
nels. A question remains to be answered, however, before 
the circle of explanation can be regarded as closed: whence 
come the funds with which he buys these services? Through 
the banker, who is a mobilizer and creator of purchasing 
power. In our exchange economy, the inertia of the multi- 
tude is overcome by the intervening services of the money 
power. It is the banker’s function to sanction the promises 
and projects of the entrepreneur by supplying purchasing 
power, based on claims to social product. This purchasing 
power is capital. Capital does become transformed into 
technically productive instruments, but these instruments 
are not capital. Capital has done its work when such goods 
and services have been purchased. Capital is merely com- 
mand over goods — a bridge between the entrepreneur and 
the world of goods. In a static state, purchasing power is a 
mere means of exchange. In the dynamic state it is more 
than this. It is the thing that makes enterprise possible. 
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“ Social capital ” has no significance in this analysis. Capi- 
tal is not a sum of the goods-values of a people, but the pur- 
chasing powers of its men of enterprise.' 

Interest and profits are dynamic in origin. All return to 
capital is incorporated in the gross profits of entrepreneurs. 
Interest has no static foundation. From the static view- 
point, production and distribution are synchronized. The 
time element enters only when new combinations of pro- 
ductive units give rise to the prospect of a new scale of 
values. The new co-ordinations give rise not merely to 
interest, but to true profits, the earnings of the entrepreneur 
as such. This explanation of interest is not an attempt 
to justify it as a form of income. Interest, unlike pure 
profits, is not a premium payment, an independent fruit of 
progress. It is rather a tax on profits. But the conditions 
that make its payment inevitable are highly profitable to 
those who pay it. 

Progress is uneven. The co-ordinations of entrepreneurs 
are made at particular points in the industrial system, but 
in no steady or calculable way. Population might indeed 
grow, and capital increase, in regular, steady progression; 
but their re-combinations follow no constant lines. It is in 
this uneven, unbalanced process of economic change that 
Schumpeter finds, very properly, the causes of commercial 
crises. 

A detailed criticism of Schumpeter’s work would call for a 
treatise. More than this, his reasoning is so close-knit 
and based on so wide and intensive a knowledge of con- 
temporary theory that to the ordinary student criticism 
would seem to amount almost to supererogation. One’s 
first reaction toward his static analysis is a feeling of vexation. 
The treatment is so unreal, so like pure mental gymnastic, 
that it makes the impression of mere logomachy. But 
Schumpeter himself admits its purely hypothetical quality, 
nay, seeks to justify it on this ground. And in the light of 
the current trend of economic theory, it does stand justified 


1 This is a conception like Hawley’s, as Schumpeter himself points out. Compare 
Hawley, Enterprise and the Productive Process. 
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as a theoretical structure. In the usual static interpretation 
there has been too large an implication that the resulting 
body of principle is a creature of live flesh and bones. Schum- 
peter, by the rigor of his analysis and the courage with which 
he has restricted his data, really disembodies this view. The 
result is a revelation of the limitations of the method of 
heroic isolation in economic study such as could come in no 
other way. It is virtually a reductio ad absurdum of the 
method of extreme hypothesis as applied to economics. 
Surely, there is no field of science in which we must more 
frequently apply the pragmatic test than in economics. 
To single out for consideration a few variables and to trace 
their interactions to the bitter end is confessedly metaphysi- 
cal. To do this without fear or confusion, and to admit 
having done so, is surely no small accomplishment. 

But after all, a study of progress is “‘ Das Land der Zu- 
kunft!” Change is perennial. Even the most durable of 
goods are short-lived, and new combinations recurrently give 
rise to new problems. Under these circumstances a fresh 
grouping of co-operating elements, the result of a fresh 
theoretical analysis of co-operating forces, is much more 
likely to yield fruitful results than is the application of an 
ideal conception to the interpreting of changeful phenomena 
from whose observation this static norm can scarcely be 
said to have developed. Such a fresh analysis, — whether 
original or no, it matters not, — Schumpeter has carried 
through to the point of real suggestiveness. It need not 
concern us that he has perhaps a bit altered the content 
of his static-dynamic contrast between the first and second 
volumes. We can afford to forget the first volume; it did 
its work. We may even question the absolute truthfulness 
or completeness of a picture that so sharply sets off a static- 
hedonistic group against a dynamic-energistic one, as the 
forces through which economic progress works out its ends. 
It may be a part of progress itself that the old tendency to 
balance utility against disutility is giving way to a view in 
which work itself is more and more largely a utility-yielding 
process. And this may be merely a way station to a con- 
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ception of more widely dispersed endowment of creative 
activity than any industrial-magnate interpretation of 
economic progress can possibly afford. We may even ques- 
tion whether the data of a theory of progress can be found 
in the play of economic forces. Whatever tests of progress 
economics may supply, may it not be that biological, psy- 
chological, social and economic factors are so closely inter- 
twined that no theory, even of economic progress, can be 
complete without canvassing and registering the effects of 
all of these forces? These questions are not new; but the 
growing specialization of economic description and the 
increasing abstractedness of economic theorizing have 
tended to push them into the background. Schumpeter’s 
thought has advanced beyond the mechanistic interpretation 
of the physicist-economist. He has made a significant 
contribution in carrying us over to the newer evolutionary 
method and evolutionary viewpoint. After all, questions 
of methodology are not merely formal in content and con- 
sequences. 

To pass judgment on the importance of Schumpeter’s 
work for contemporary theory is difficult and perhaps gra- 
tuitous. Beyond question he has blazed paths and reached 
conclusions that cannot be ignored. He shows rare knowl- 
edge of current thought and appreciation of its elements of 
strength and weakness. His keenness of observation, his 
coherence in reasoning, and his fearlessness and discrimina- 
tion in sifting and combining old notions with new, have 
yielded results unusually stimulating and suggestive. Work 
of so high a standard encourages the conviction that eco- 
nomic theorizing is far from a declaration of bankruptcy. 


R. C. McCrea. 


UNIVERSITY OF PENNSYLVANIA. 
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KARL MARX AND LABOR LEGISLATION 


Proressor Simkhovitch, in his most recent contribution 
to the very stimulating and suggestive series of articles on 
Marzism v. Socialism, which he has been publishing in the 
course of the last four years in the Political Science Quarterly, 
writes as follows: 


We are dependent upon our industry, Marx explained, and we are not 
in a position to dictate humanitarian conditions upon which production 
is to rest. As a revolutionary socialist he argued at times like Nassau 
Senior. He was, as a matter of fact, against the ten-hour bill, because 
he feared that the famous act might cripple British industry. So we 
read: 
The whole social development of England is part and parcel of the 
development and progress of industry. ll institutions that stop this 
progress, or limit it, or regulate it according to external plans, are 
reactionary, impossible, and have to succumb. The revolutionary 
forces that so easily had their way with the whole patriarchal society 
of England, with the landed aristocracy and with the financial aristoc- 
racy, will surely not let themselves be hemmed within the limits of the 
ten-hour bill. (Literarischer Nachlass, vol. iii, p. 392.) 

Marz in course of time changed his hostile attitude toward the factory 
acis,? and toward labor legislation in general, as his inaugural address 
before the International in 1864 plainly indicates.’ 


Three years ago Professor Simkhovitch expressed a similar 
view on this point. 


In the fifties Marx, and Engels also, regarded any attempt to regulate 
economic conditions by the law of the land as fruitless, meddling, 
reactionary, in its effect... . In his Capital Marx abandoned his 


1 The italics are mine. 

2 The italics are mine. 

* Political Science Quarterly, vol. xxvii (1912), p. 622. 
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old view of the ten-hour bill and became an inconsistent advocate of 
social control.? 


The opinion here expressed by Professor Simkhovitch is a 
current one. Friends and foes alike have declared that be- 
tween 1848 and 1864 Marx changed his attitude toward 
labor legislation.? 

It is the purpose of the present note to show that this 
widely held view is, if not certainly unsound, at least unlikely 
and unsupported by any conclusive evidence. 

The only apparently solid basis of Professor Simkhovitch’s 
contention is the above quoted passage, to which he had 
already referred the reader in his article of June, 1909.’ 
Now it so happens that an unfortunate inadvertence has 
led Professor Simkhovitch implicitly to attribute this passage 
to Marx, whereas it is to be found in an article which Fried- 
rich Engels published in 1850 in the Neue Rheinische Zeitung 
and which is reprinted in Mehring’s edition of the works of 
Marx and Engels.‘ I take this to be a mere slip. For had 
Professor Simkhovitch assumed that Marx and Engels were 
in 1850 already in such absolute and complete intellectual 
agreement, that, on any point in the wide field of social 
philosophy, the views of the one could safely be quoted as 
the adequate expression of the views of the other, he would 
certainly have felt the necessity, not only of explicitly stating 
it, but also of giving proof. And this he has not attempted 
to do. That Marx and Engels did actually differ in their 
interpretation of the evolution of capitalism, and conse- 
quently in their social policies, has often been claimed.® 
It is true that this claim has never been peremptorily sub- 


1 Political Science Quarterly, vol. xxiv (1909), pp. 242-243. 


2 See, for instance, F. Mehring, Gesammelte Schriften von Karl Marx und Friedrich 
Engels (1902), vol. ii, pp. 76, 77; vol. iii, pp. 279, 280; J. Spargo, Karl Marx. His life 
and work (1910), pp. 265, 277, 332; G. Adler, Die Grundlagen der Karl Marx’schen 
Kritik der bestehenden Volkswirtschaft (1887), p. 289. 


§ Political Science Quarterly, vol. xxiv, p. 242. 
4 In the volume and on the page correctly indicated by Professor Simkhovitch. 


5 For instance, by Woltmann (see, K. Kautsky, Bernstein und das Sozialdemo- 
kratische Programm, 1899, pp. 47, 48) and by Ch. Andler, Le Manifeste Communiste, 
Introduction historique et commentaire, 1910, pp. 99, 106. 
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stantiated and that the individual contributions to the 
common stock of doctrine have never been clearly deter- 
mined. However, in the absence of positive proof, it would 
certainly be rash to base any argument on the improbable 
assumption that two men of very independent dispositions 
and of widely varying family antecedents, intellectual pur- 
suits, and practical experience should have reached at the 
age of 30, identical conclusions on all social and economic 
matters. 

But, even admitting this to have been the case, it would 
not follow that Marx in 1850 was “ against the ten-hour bill,”’ 
for Engels himself was not clearly opposed to the measure. 
To be sure he looks upon it, in the passages quoted by 
Professor Simkhovitch, as a “fruitless, meddling, reactionary” 
fetter upon industry. But in other parts of the article in 
the Neue Rheinische Zeitung, from which these quotations 
are taken, he considers that the passage of the ten-hour 
act was “ a good fortune for the laborers,” not only because 
this measure “ satisfied an imperious physical want of the 
workmen, by affording them some protection against the 
exploiting rage of the mill owners,’’ but also because it stim- 
ulated their class-consciousness and “‘ delivered them from all 
solidarity with the reactionary classes of England.’ ‘“ The 
ten-hour act,” he adds, “is a physical necessity. With- 
out it, the whole living generation of English laborers will 
be physically disabled.” * No doubt the particular bill that 
had been passed in 1847 with the support of Sadler, Oastler, 
and Lord Ashley was untenable, because reactionary. But, 
continues Engels, as soon as the laborers will be in a position 
to pass a similar act of their own, without being obliged to 
depend on the support of any but their own representatives, 
then such a measure will no longer be “ reactionary,’’ but 
“revolutionary.” * In other words, Engels looks upon labor 
legislation as reactionary and untenable when imposed by 
those who, from more or less altruistic motives, favor it as 


1 Mehring, Op. cit., vol. iii, p. 387. 
® Loc. cit., p. 392. 
* Loc. cit., p. 393. 
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a means of regulating competition in a capitalist world. 
He considers it a revolutionary progress, however, when 
demanded and obtained solely by those who, in their own 
interest, would abolish competition by overthrowing the 
existing order.! 

I do not say that this is a tenable position, but I deny that 
any one who takes it can fairly be accused of being opposed 
to factory laws. If this, then, was Engel’s attitude, and if 
we were justified in taking it as a clue to Marx’s opinions, we 
certainly could not conclude that Marx was “ against the 
ten-hour bill.” We must therefore doubt whether Professor 
Simkhovitch has proved his contention. If Marx was 
opposed to labor legislation in the forties, Professor Simkho- 
vitch has certainly not shown it. 

But may it be shown on other grounds? As far as I am 
aware, Marx, in his early writings, never expressed himself 
clearly on this point. He mentions the ten-hour bill agitation 
in his Poverty of Philosophy in 1847 ? and in his Free Trade 
speech of 1848. He shows how the British laborers over- 
came their: employers’ opposition to the bill by forming 
an alliance with the landlords; but he says nothing either in 
approval or in criticism of their attitude. The same is true of 
the allusion made to the bill in the Communist Manifesto,‘ 
in which I am unable to detect the “ sneer,” which so grieves 
Mr. Spargo.' In an article which Marx published in the 
Neue Rheinische Zeitung in the early months of 1849, he 
declared that “‘ all revolutionary uprisings . . . are doomed 
to failure until the revolutionary labor party triumphs and 
that all social reforms will remain utopias until the proleta- 
rian revolution and the feudal counter-revolution clash in a 

1 The same view is expressed by Engels in Die Heilige Familie oder Kritik der Krit- 


ischen Kritik, 1844, reprinted in Mehring, op. cit., vol. ii, p. 109, and in Die Lage 
der Arbeitenden Klasse in England, 1845, 2d ed., 1892, p. 178. 


2 American edition, p. 83. 


* Cf. the English translation published as Appendix III to the American edition of 
the Poverty of Philosophy, p. 216. 


* Section I, Bourgeois and Proletarian. 
§ Spargo, loc. cit., p. 332. 
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world war.” * But I very much doubt whether this rhetoric, 
directly inspired by the discouraging experiences of 1848, 
can be looked upon as a faithful expression of Marx’s policy 
and especially whether this ill-humored, wholesale dis- 
paragement of social reform necessarily implies a conscious 
hostility to the legal limitation of the hours of labor in fac- 
tories.” 

To summarise and to conclude: According to Professor 
Simkhovitch, Marx was hostile to labor legislation in the 
forties and became inconsistent by favoring it in the sixties. 
No doubt the strong advocacy of labor legislation which 
appears in Marx’s works after 1864 is inconsistent with a 
strict belief in economic determinism and with what Bern- 
stein has called Marx’s castastrophic view of evolution. 
But as I find no explicit repudiation of factory laws in his 
early writings, I see no reason for believing that he became 
inconsistent and that he had not already been so in 1848. 
The inherent dualism in Marx’s social philosophy, which 
various authors have pointed to,’ I look upon as a heritage 
which he accepted from two opposing schools of thought 
before 1848, and not as the result of later influences. Like 
all economists of his day, — conservatives, socialists, as well 
as liberals,‘ — Marx was greatly impressed with the beneficial 
effects that attended the extension and more rigid enforce- 
ment of the British Factory Acts after 1850, and it is quite 
certain that they led him to lay more stress on these reforms 
in Das Kapital than he had done in his earlier works. But 
until some conclusive evidence is produced in favor of the 
contention that Marx was ever “ against the ten-hour bill,”’ 
I see no grounds for accusing him of having ‘“‘ changed his 


1 Reprinted under the title Lohnarbeit und Kapital, Berlin, 1909, p. 15. 

2 Professor Simkhovitch apparently shares these doubts, as he does not quote this 
passage in support of his contention. 

* As Andler, in the passages above referred to; Bernstein in Die Voraussetzungen 


des Sosialismus und die Aufgaben der Sozialdemokratie 1899, pp. 30 et seq.; and Georges 
Sorel in La décomposition du marxisme, 2d ed., 1910, pp. 30 et seq. 


« The most remarkable example of this was Nassau Senior, whose famous conversion 
to a belief in labor legislation so delighted Marx. Cf. Das Kapital, vol. i, 4th ed., 
1890, pp. 190, 499. 
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hostile attitude toward the factory acts and toward labor 
legislation in general.” 

This question would hardly deserve discussion, did it not 
relate to the opinions of a man who influenced the economic 
and social thought of the 19th century more deeply perhaps 
than any of his contemporaries. But, when they concern 
Marx, even details are significant and minute accuracy is not 


superfluous. 
W. E. Rapparp. 


Harvarp UNIVERSITY. 


RAILWAY RATES AND JOINT COST 


I submit a few sentences in reply to Professor Taussig’s 
interesting note entitled ‘ Railway Rates and Joint Cost 
Once More,” which appeared in the February issue of this 
Journal. Professor Taussig argues, as I understand him, 
that transport of copper and transport of coal may rightly 
be regarded as “ joint products,”’ because they are supplied 
to separate groups of demanders with separate demand 
schedules. In this respect, he holds, this relation is analogous 
to that subsisting between cotton fibre and cotton seed, 
which is generally agreed to be one of joint supply. Now, 
if there were involved in this discussion merely a question 
of definition, it would ill become me to quarrel with the way 
in which a writer of Professor Taussig’s high authority 
prefers to use economic terms. But, as it seems to me, 
something more than a question of definition is involved. 
In the case of cotton fibre and cotton seed, different prices 
per pound of the two commodities would come about in 
conditions of equilibrium, even tho cotton were grown by 
a large number of competing sellers. But, in the case of 
copper transport and coal transport, equal prices per pound 
would come alone in these circumstances. If, therefore, 
what would happen under free competition be taken pro- 
visionally as the standard of what is socially desirable, that 
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kind of joint supply which prevails between cotton fibre 
and cotton seed justifies discriminating prices, but the kind 
of joint supply which prevails between copper transport 
and coal transport does not justify them. When the second 
kind of joint supply prevails, discriminating prices can only 
be justified, for the standpoint of society, by a proof that 
what would happen under open competition ought not, 
in such special case as we may be considering, to be taken 
as the standard of what is socially desirable. This dis- 
tinction seems to me to be, from the standpoint of practice, 
fundamental. The presence of the first kind of joint supply 
justifies price arrangements which the presence of the 
second kind does not justify. Is there not a real danger of 
confusion if the term joint supply is used indifferently of 
both these kinds, and is it not better to confine the term, 
as I have done, to the first kind only? In my book, Wealth 
and Welfare, I ventured to suggest that Professor Taussig 
had himself been led into a confusion in this way. In that 
suggestion it may well be that I was wrong, and I certainly 
wrote with an undue assurance. Our difference, I now be- 
lieve, is one of words rather than of substance. At heart 
I like to hope that this is so; for to feel that one differs in 
substance from Professor Taussig is to experience a much 
diminished confidence in one’s conclusions. 

A. C. Pigov. 


Krineq’s CotiteGe, CAMBRIDGE, ENGLAND. 


I express with hesitation any remaining difference of 
opinion with one so courteous and competent as Professor 
Pigou. Yet it would seem that I failed to make my meaning 
clear. I had not meant to argue, as Professor Pigou under- 
stands me to, that “ transport of copper and transport of voal 
may rightly be regarded as joint products, because (the italics 
are mine) they are supplied to separate groups of demanders 
with separate demand schedules.” The fact that they 
are supplied to separate groups of demanders merely shows 
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that, tho both dubbed “ transport,” they do not constitute 
a homogeneous commodity. As Professor Pigou remarks in 
Wealth and Welfare (p. 217), “ joint supply implies the pres- 
ence of at least two sorts of things.” But this presence 
of two sorts of things does not by itself bring about the 
conditions of joint supply. The two sorts of things must 
be produced at joint cost, as in the familiar example of cotton 
fibre and cotton seed. Now I am convinced that the con- 
ditions of supply for railway transport are preponderantly 
joint. The plant — almost all of it — is used for the traffic 
as a whole, without any possibility of allocating any part 
of this constituent part of supply price to one or another 


item or class of traffic. More than half (a moderate estimate) | | 


of the operating expense is also incurred for the traffic as 
a whole.’ It is not clear to me how far Professor Pigou would 
admit this to be the case, — whether he thinks that railway 
transport is carried on in fact under the conditions of joint 
supply. Nor is it clear to me whether he still maintains, 
as he did in Wealth and Welfare (pp. 216, 217), that “ the 
carriage of tons of different things from A to B is (the italics 
are Professor Pigou’s) a single homogeneous commodity .. . 
one sort of thing and one only.” 

Professor Pigou believes that “in the case of copper 
transport and coal transport, equal prices per pound would 
come alone under these circumstances” [a large number 
of competing sellers]. They would, if each sort of transport 
were conducted quite by itself; for example, if it were done by 
dray-carts. Then the charge per unit of weight and dis- 
tance would doubtless be the same on copper and on coal. 
But, as I have just said, transport by railway is not of this 
simple kind. Hence it does not seem to me that, even if 
there were competing sellers, railway rates would necessarily 
or probably be the same on two such articles. 

The question involved in this interchange of opinions 
seems to me not merely one of definition or of theoretical 
nicety. It bears on large problems of legislation and admin- 


1 See the recent summary of the evidence on this familiar topic in Ripley, Rail- 
roads Chapter II. 
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istration. Our Interstate Commerce Commission, for ex- 
ample, is now trying to divest railways of monopoly adjuncts. 
They are so to conduct their business as to get a competitive 
return and no more. This, I take it, is what is meant at bot- 
tom by requiring “ reasonable ’”’ rates and allowing “ fair ” 
earnings. Suppose this policy to be carried out consistently 
and unfalteringly: would all rates be reduced to a uniform 
basis per ton per mile? would a “natural” system be 
the logical outcome? would the classification of goods 
disappear, or be allowed only so far as resting on specific 
differences in cost of carriage? [If classification, “ dis- 
criminating ” rates, charges based on “‘ value of service” 
are the results essentially of monopoly, as Professor Pigou 
contends, they must go with the inhibition of monopoly 
exploitation. But if they are the results mainly or largely 
of joint supply, they may remain even tho railways are 
compelled to conduct their traffic on the same principles 
as competitive industries. 


F. W. Taussia. 
Harvarp UNIVERSITY. 
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THE PROPOSED INCREMENT TAX FOR 
NEW YORK 


In the spring of 1911 Mayor William J. Gaynor of New 
York City appointed a Commission of five citizens to ascer- 
tain and report upon new sources of city revenue. After 
nearly two years of investigation and deliberation the 
Commission rendered its report on January 11, 1913. Its 
recommendations cover some thirty different measures and, 
if adopted, would add immediately between four and five 
millions of dollars to the city’s income. The most important 
recommendation, and that which has attracted most atten- 
tion, provided for a perpetual tax of one per cent on the 
future increases of land values. During the last decade 
the assessed valuation of land in New York City has increased 
at the average rate of one hundred and fifty million dollars 
per year. Assuming that this rate of increase will be main- 
tained in the future, the proposed increment tax would yield 
a@ revenue increasing on the average by one million and a 
half every: year, so that in the twentieth year it would 
amount to nearly thirty million dollars. 

In New York City real estate constitutes the source of 
about seventy-five per cent of the municipality’s revenue. 
The remainder is drawn from a personal property tax, of 
which less than fifty per cent of the levy has proved collec- 
tible; from rentals of city property and franchises; and 
from fees, fines and licenses. It was popularly supposed 
that the Commission, taking into account the fact that 
real estate was already heavily taxed, would look exclusively 
to other sources for new revenue. The recommendation 
of an unearned increment tax has, therefore, aroused vigorous 
protest from real estate interests, who insist that the imposi- 
tion of such a tax, particularly at a time when the real 
estate market is depressed, would cause a depreciation of 
land and result in a foreclosure of many mortgages. 

The following Section from the Commission’s Report 
discusses the nature of the proposed tax and the manner 
of its levy: — 
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4. An Unearned Increment Tax on Future Increases 
in Land Values 


The attention of the Commission was early called to the desira- 
bility and justice of a tax upon what is called the unearned incre- 
ment of land valucs. During the last decade some form of this 
tax has received legislative approval in several foreign countries, 
notably Germany and England. Our study of the experience of 
foreign cities with this tax, and of the arguments upon which it 
is based, has convinced us that it should be adopted in New York 
City. 

We do not, however, favor the methods of levy and collection 
which have thus far been followed in other countries. There the 
law, as a rule, provides that the tax shall be collected only upon 
the sale or transfer of a piece of land, and the rate of the tax varies 
both with the amount of the increase in value and with the number 
of years that have elapsed since the last preceding sale or transfer. 
This method seems to us needlessly cumbersome. Furthermore, 
the yield from the tax so levied and collected is neither regular 
nor uniform, and does not make possible a satisfactory budget 
forecast. 

It seems to us most important, both for the municipality and for 
the owner of land, that an increment tax should be of the simplest 
nature possible, that the approximate amount of its yield should 
be easily calculable, that it should yield a steady and increasing 
return, and that it should not unduly strain the cash resources of 
the taxpayer. 

We, therefore, recommend an increment tax of one per cent 
per annum to be perpetual upon all increments of land values as 
shown by comparison with the assessed valuations of the year 1912, 
and to be in addition to the general tax levied upon all real estate. 
If, for instance, the assessed value of a piece of land rises from 
$100,000 in 1912 to $110,000 in 1913, the owner would be called on 
to pay the general tax, say at the rate of 1.83, which would 
amount to $2,013, and in addition the increment tax of one per 
cent of $10,000, or $100. 

Such an increment tax would be a levy in perpetuity upon all 
forms of economic rent hereafter created by the growth of the 
City. In this respect it differs radically from the tax in force in 
foreign countries. In Germany and England the increment tax, 
varying from ten to forty per cent, is levied once for all on the capital 
value of the land. The owner of land, having once paid the tax, 
is entitled thereafter in perpetuity to the entire yield or rent. We 
believe it a wiser policy for the City to retain a perpetual claim 
upon the yield or rental value of the increment, for then it will 
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command a source of increasing revenue that will not bear oppres- 
sively upon the taxpayer. 

The proposed tax should not be levied upon any increment 
which results from the labor or expenditures of the owner. If 
land appreciates because of improvements paid for by the owner, 
such as grading and clearing, or connections for water, light and 
sewage, or street openings, paving, etc., such an increment, to the 
extent that it represents capital invested by the owner, would not 
be subject to the tax. We propose, in short, that the tax shall be 
levied upon only the “ unearned ”’ increment, which results from the 
growth of the City and from improvements made by the City or by 
others than the owner himself. 

If, therefore, the value of a piece of land should rise from $100,000 
in 1912 to $110,000 in 1913, and the owner can show that he has 
expended $4,000 in permanent improvements, either upon his own 
initiative or in payment of special assessments levied by the munic- 
ipality, he would be subject to an increment tax on only $6,000; 
and thereafter the base valuation of the land, from which future 
increments would be calculated, would be $104,000 instead of 
$100,000. 

The present owners of land in the City cannot object that the 
proposed tax would produce any material effect upon values. 
Assuming that land values now represent a capitalization of income 
on a basis of five per cent, the present tax rate of 1.85 is equal to 
twenty-seven per cent of the income from land and is responsible 
for a corresponding permanent depreciation in the market value 
of land. An increment tax of one per cent would be equivalent 
to the annual appropriation of only about 12.5 per cent of the 
increased yield or rent underlying the increment of capital value. 
It would slightly retard the advance of values, but would have no 
effect whatever upon the market value of land whose rent is sta- 
tionary or declining. It should be noted, however, that in the long 
run such an increment tax would tend toward the reduction of the 
general tax rate and so toward a general appreciation in the case 
of all land. The potential or speculative value of vacant land in 
some cases might be slightly depressed by the imposition of an 
increment tax, for the value of such land sometimes represents 
in part the capitalization of an expected increment. The tax, 
however, would be so small a part of the increment that it practically 
would be a negligible factor as between buyer and seller. 

The average increase in the land values of New York City during 
the past decade was about $150,000,000 a year. On that basis an 
increment tax of one per cent would yield in the first year a revenue 
of $1,500,000; in the second year, $3,000,000; in the third year, 
$4,500,000; in the fourth year, $6,000,000; and so on, until in the 
tenth year its yield would approximate $15,000,000. 


| 
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Land in New York City is assessed as nearly as possible 
at its market or selling value, without regard to the rental 
which it actually yields. In theory, at least, unimproved 
land is taxed as heavily as that which is improved. Grant- 
ing, therefore, that the assessments are made honestly and 
intelligently, an unearned increment tax can be applied 
equitably to all classes of land within the city limits. In 
European cities, where taxes are based upon actual yield or 
rental, a tax thus levied would of course be inequitable. 

On account of the rapid shifting of the population of 
New York City, due to the construction of subways and other 
means of transportation, real estate in some sections of the 
city is declining in value and almost in the same proportion 
is increasing in other sections. It is impossible, when 
improvements are made, to determine by special assessment 
the extent to which certain pieces of property will be bene- 
fited, and of course no effort is made to determine the 
depreciation that will be caused in other quarters by the 
resultant shifting of business or population. The proposed 
increment tax would have the effect of increasing the tax 
rate upon land benefited by the growth of the city and by 
improvements in transportation facilities, and would make 
possible at the same time the lowering of the rate of taxation 
on the property that suffered from such developments. 
It would, in other words, change the impact of the real estate 
tax, making it bear heaviest upon those best able to pay it. 

The tax rate in New York City in 1912 was 1.85 per cent. 
Such a rate is manifestly an important factor in fixing the 
market value of a piece of land. Since the proposed incre- 
ment tax would have the net effect of increasing the tax 
rate upon land benefited by developments in the future, 
and of lowering the rate upon land not so benefited, its 
tendency would be to check speculation in the first class of 
land and to sustain the market value of the second. 

It is worth noting that the Commission does not recom- 
mend that any percentage of increase in land values shall 
be exempt from the tax. It does not proceed upon the 
assumption that an owner of land is entitled to four or five 
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per cent upon his investment whether or no he improves 
his property. The assumption, on the contrary, is that 
a land owner in the city gets a fair return upon his invest- 
ment if his land is improved, and that he is not entitled to 
any return if it is unimproved. 

Underlying the proposed tax is the assumption that 
property will be fairly assessed. The proposed tax is 
criticized upon the ground that this assumption is unwar- 
ranted; it being held that the inducement to corrupt assessors 
would be irresistible. Evidently the efficiency and justice 
of the tax must depend upon the honesty and intelligence 
of the assessment board. This is true, however, of the taxes 
now levied in New York City, and the increment tax would 
add little to the incentive to secure undervaluation by cor- 
rupt means. 

JoserH FRENCH JOHNSON. 


New York UNIVERSITY. 
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